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Inventory Position under Termination 


OST companies replying to this 

month’s “Survey of Business Prac- 
tices” feel that under present conditions 
they are well protected against any pos- 
sible inventory losses that might occur in 
event of mass cancellation of government 
contracts. 

Reasons given for this feeling of con- 
fidence are: (1) adequate reserves have 
been set up against termination contin- 
gencies; (2) termination procedures will 
promptly shift the burden of wartime in- 
ventories to the government, rather than 
have it remain with the individual com- 
pany; and (8) such inventories as remain 
can be promptly utilized in production of 
civilian goods. 


RESERVES AGAINST LOSSES 


Thus, more than half of the companies 
replying to the Board’s survey indicate 
that they have no inventory problem, and 
an additional 25% have established re- 
serves to take care of any losses for which 
the company may have to be responsible. 

Only ten companies out of nearly 150 
surveyed believe that less than three- 
quarters of their inventories are protected 
against losses under existing termination 
practices. Relatively few companies have 
specific inventory clauses in their con- 
tracts, most of them relying on the regu- 
lar termination clause. As one manufac- 
turer puts it: “If termination articles in 
war contracts mean what they are alleged 
to mean, we know of no reason why any 
contractor should not recover at least 
cost.” 

On the other hand, one company does 
have a specific and rather unusual ar- 
rangement in one of its contracts “wherein 
we supply special merchandise to the 
Services that permits us to have a certain 
finished goods inventory at all times while 
the contract is in effect, and at its termi- 
nation the government will take a speci- 


fied amount of this merchandise off our 
hands.” 

Another company writes that it believes 
it has good protection on its “A” products, 
which represent about 40% of inventory. 
It has been forced to take considerable 
risk on its “B” products although “we 
do not fear any great drop in material 
prices and feel that we can market the 
material made up into finished products 
should orders be canceled.” 


SMALL BUSINESS PROBLEMS 


This generally optimistic note is some- 
what tempered by the remarks of one 
medium-size producer of aircraft acces- 
sories who is concerned about the termi- 
nation procedure of small businessmen.’ 
He writes: 

“T am greatly disturbed by the apparent 
lack of appreciation of the problems on 
the part of the majority of manufacturers. 
At present many small manufacturers are 
riding along with large bank balances and 
do not have the faintest conception of 
the problems that will face them when ter- 
mination comes. They are not set up to 
handle terminations properly, they fail to 
realize how rapidly situations will change 
at that time, and do not understand that 
most of their working capital, if not all of 
it, is going to be tied up in inventory 
which they are not prepared to convert 
into cash. 

“Tt has also been our experience that 
some of the large corporations with 
whom we do business have been rather 
slow in setting up termination procedure, 
and this has caused in the last six months 
considerable delay in settling claims. 
Nevertheless, this condition seems to be 
correcting itself in a satisfactory manner, 
and we believe that it will not present a 
problem in the future unless there is not 


1For a discussion and analysis of the working-capital 
olen of small business, see The Business Record, 
ovember, 1944, pp. 313-823. 
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manpower enough to handle the flood of 
business that will be forthcoming.” 

One large-size textile manufacturer lists 
the items on which he feels confident losses 
will be reimbursed by government agen- 
cies as follows: 


“a, Raw Material Losses 

Difference between the price of cot- 
ton commitments at the time the gov- 
ernment order was placed and the 
market price thereof following the 
cancellation. (In event of general can- 
cellations the raw-material market might _ 
conceivably have a sudden drop.) 


“b. Stock in Process 

Losses owing to disposal of stock in 
process of a type not usable for civilian 
needs. 


“ec, Cloth 

Losses owing to disposal of cloth of a 
type not normally used by civilians or 
of standard types owing to the sudden 
release of supplies because of cancella- 
tion. 


“d. Special Supplies 

This would include special dyestuffs 
and other supplies or materials bought 
in connection with particular govern- 
ment contracts.” 


RETENTION OF INVENTORIES 


Many companies report that they will 
retain practically all of their inventories 
at or close to cost, but companies in the 
aireraft, electrical equipment, and indus- 
trial machinery industries, and, to a con- 
siderable extent, in textiles, report that 
they will be able to retain comparatively 
little of the inventories held against war 
contracts. 

Although relatively few companies re- 
port that the limitations on government 
responsibility for inventory losses have 
seriously restricted delivery schedules or 
forced their taking excessive inventory 
risks in order to maintain delivery sched- 
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ules, a few have their difficulties in this 
connection. One company in the aircraft 
industry writes: “We have at times had 
excessive inventory risks in order to main- 
tain delivery schedules, and heavy losses 
to the company could result if rules re- 
garding payments for surplus were rigidly 
applied.” 

Another company writes: 

“We are primarily a subcontractor. For 
a good many of our products it is neces- 
sary that we place our raw-material com- 
mitments for a considerable period ahead 
of the receipt of customers’ orders. We 
have taken this problem up with the 
WPB, OPA, and renegotiation authorities, 
all of whom have sympathized with our 
position, but apparently there is no plan 
whereby we can be protected. Inasmuch 
as the amount of these materials that we 
have to purchase in anticipation of orders 
makes up a considerable portion of our 
raw-material inventory, our inability to 
tie up our raw-material commitments to 
orders on hand leaves us, in the event of 
contract terminations, in a very precarious 
position. 

“The only light that can be seen is that 
primarily the products which we are 
manufacturing for the war program are 
essentially the same as those we produce 
in peacetime. Therefore, we anticipate 
that when cutback time comes, we will 
have on inventory raw materials sufficient 
to cover considerable future requirements. 
We are hoping that the prices of these 
raw materials will not break sharply 
downward, so that we may work off our 
inventory with the least possible loss to 
ourselves. Admittedly, however, this is 
entirely a gamble on future events, which 
is something that we are absolutely un- 
desirous of doing.” 


REASON FOR LARGE STOCKS 
Still another: 


“In our particular situation, we feel 
that under the pressure from the aircraft 
companies and the Army Air Forces, we 
have been obliged to maintain an inven- 
tory not specifically related to purchase 
orders in order to maintain our delivery 
schedules. We believe that the govern- 
ment regulations should allow some lati- 
tude on situations where replacement parts 
are essential and where they are highly 
specialized to war production purposes. 

“Outside of our own company, observa- 
tion leads me to believe that many manu- 
facturers on war work are carrying ex- 
cessive inventories in relation to their fi- 
nancial resources and to the prospects of 
obtaining satisfactory termination settle- 
ments. These inventories have not been 
built up so much as a result of poor man- 
agement but as the result of pressure ex- 
erted on the manufacturer by the prime 
contractors and by officers of the Serv- 
ices. Consequently, clear understanding 
by’ the contract settlement officers of the 
importance of reasonable allowances which 


will not financially cripple these compan- 

ies will be necessary to insure prompt re- 

conversion in the transition period and to 

avoid the crippling of finances of the 

metal-working industry in general.” 
Another: 


“We have not found any limitations on 
government responsibility for inventory 
losses which have restricted our delivery 
schedules. We have occasionally taken in- 
ventory risks in order to maintain delivery 
schedules, but these risks ‘have arisen 
largely from the failure of the government 
to place its orders with sufficient recogni- 
tion of the length of procurement cycles. 
In such circumstances the contract set- 
tlement act has, however, provided the 
contractor with some protection if his 
action is taken in good faith on the basis 
of information given by government au- 
thorities.” 


FEW TERMINATION DIFFICULTIES 


The survey indicated that for the most 
part disposition of inventories in cases 
where contracts have already been ter- 
minated proceeded smoothly and prompt- 
ly. Two-thirds of the companies that 
have experienced terminations state that 
they encountered no difficulties of any 
kind, one company stating that in only one 
or two cases was the full period of 60 
days taken, but “in general, disposition 
was made within 30 to 40 days.” 

Another company states: “In some cases 
of termination, government authorities 
have been slow in giving us disposition of 
raw material and semifinished material, 
but, if you keep after them hard enough, 
you finally get an answer. We have more 
trouble getting disposition of government- 
owned machinery than we do of any- 
thing else.” 

One company voices the following com- 
plaint: 

“Screening of all in-plant inventory 
through governmental agencies has re- 
sulted in considerable delay; another fac- 
tor has been red tape involved in dis- 
posal ef subcontractors’ inventories espe- 
cially where savings could be made to 
the government by our reapplication of 
this inventory to other contracts, which 
would be the most economical method 
from the standpoint of the government. 
This method by the contractor has not 
always been acceptable to securing ap- 
proval of claims by government termi- 
nation groups.” 

Another company states that difficulties 
have occurred in the past, but they seem 
to be smoothing out: 

“We have had a great many difficulties 
in the past owing to government red tape 
and government employees not willing to 
take responsibilities in making determi- 
nations. We feel, however, that prede- 


termination will eliminate much of that 
as will certain provisions of the “Joint 
Termination Regulation,’ among them the 
provision removing personal liability of 
the contracting officer and the provision 
requiring the government to take title 
sixty days after inventory lists are pro- 
vided. 

“In our estimation the national in- 
ventory situation is improving in so far as 
regulations have been established spelling 
out more clearly what is to be done with 
materials upon termination. But we do 
not believe, and doubt that the govern- 
ment believes, that the situation will be 
less than chaotic when broad-scale ter- 
minations come.” 


SOME DELAY IN DISPOSAL 


Another contractor blames delays on 
the unwillingness of government officials 
to dispose of surplus goods at a loss: 


“Our difficulties in obtaining approval 
for prompt disposal of inventories arising 
from terminated contracts have been 
caused by the unwillingness or inability of 
government officials to take the responsi- 
bility of approving dispositions at less 
than cost. This appears to spring from a 
fear of ultimate repercussions if it should 
ever transpire that surpluses were later 
resold at, a profit. As a result there have 
been instances in which materials were 
scrapped so that any possibility of future 
resale could be destroyed. If this type of 
action is widespread, the government 
must be losing heavily. 

“The foregoing condition appears to be 
largely a reaction arising from excessive 
publicity given about a year ago to a 
Detroit case unearthed by the Truman 
committee. In that case perishable tools 
had been sold to a broker for the purpose 
of resale, and the investigation appeared 
to bring out that the disposal of prices (1) 
were relatively low and (2) had been 
established without too much opportunity 
for competitive bidding. As a result sev- 
eral officers were cashiered and the sale 
was rescinded. It would now be interest- 
ing to know what has actually happened 
to the surplus tools.” 


On the other hand, still another execu- 
tive believes that war contractors are 
hesitant to use the authority granted to 
them in disposing of surpluses and states: 


“We feel that war contractors of any 
tier are reluctant to utilize the authority 
granted to them in JTR in authorizing 
and approving disposal of residual ma- 
terial in the plants of their subcontractors. 
Since a high percentage of claims are be- 
low the $10,000 limit and since such a 
contractor and his immediate subcontrac- 
tor are best qualified to recognize equitable 
relurn, materials on such claims can and 
should be promptly cleared. We have had 
difficulty in obtaining approval and au- 
thorization from our customers to effect 
such disposals based on our recommenda- 
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tions. The authority granted should be 
stressed to remove the fear psychology in 
the minds of many war contractors to 
make decisions. It has been our experience 
that plant clearance can be and is prompt- 
ly handled on claims in excess of $10,000 
where it is necessary for the disposal offi- 
cer of the contracting agency to oversee 
this procedure.” 


Industry Comments 


Comments from cooperators grouped ac- 
cording to principal industry follow. 


DURABLE GOODS 


Abrasives and Asbestos: 
Orders 


“We will retain practically 100% of our 
inventories and will not set up reserves 
covering possible losses.” . . . “We have 
set up inventory reserves although we be- 
lieve that our inventories are protected 
under existing termination practices. We 
would expect to retain all inventories.” 

.“Most of the business done by the 
abrasive industry is on the basis of day- 
to-day orders. Cancellation will not be ac- 
cepted on anything started in operation, 
except on condition that payment is made 
in proportion to the amount of work done 
on the order. Normal obsolescence is 
taken into consideration in evaluating our 
inventories.” . . . “Reserves for such con- 
tingencies as price decline and obsoles- 
cence should cover any losses from termi- 
nations. Practically all our inventories are 
usable for ordinary commercial produc- 
tion.” 


Day-to-Day 


Aircraft: Avoid Overvaluation of In- 
ventories 


“We do not set aside any reserves for 
possible inventory losses. We have con- 
servatively estimated our cost of sales so 
as not to overvalue our inventory in case 
of termination. Under existing contracts, 
our policy is to transfer termination in- 
ventory to the government or scrap it. We 
do not have any pretermination agree- 
ments, and have at times had excessive 
inventory risks.” . . . “We have set aside 
reserves to cover possible termination in- 
ventory losses. In event of termination, 
we would expect to retain practically none 
of our inventories.” . . . “We have not 
set aside reserves because we have made 
arrangements for a T-loan, which will 
adequately take care of our needs. Ap- 
proximately 95% of our present inventory 
is completely protected under existing ter- 
mination practices. We would expect to 
retain approximately 25% of our inven- 
tory at a figure between 50% and 75% 
of cost. We have not had to take exces- 
sive inventory risks because the materials 
which we use are in such demand that we 
rarely have over forty days’ supply.” 
. . . “All our existing contracts call for 
materials furnished by the prime con- 
tractors and our only termination prob- 


lem is that of recovering processing costs. 
Nevertheless, we have established an ade- 
quate reserve for loss of any general char- 
acter resulting from termination.” 


Automotive Equipment: Inventories 


Protected 


“We carry a reserve of approximately 
15% of gross inventory, and substantially 
all our sales and purchase orders provide 
for protection against losses arising from 
terminated contracts. We would retain 
not more than 25% of our inventory in 
event of termination. Limitations on gov- 
ernment responsibility for inventory loss- 
es have not appreciably restricted our de- 
livery schedules and we have not been re- 
quired to take any excessive inventory 
risks.” 

“Our company has set aside reserves 
to cover possible inventory losses resulting 
from termination. In the event of termi- 
nation, we would retain for our own use 
38% of our inventory at 75% or more of 
cost and about 5% at a lower valuation. 
On one termination, it took five months 
to obtain approval of the disposition of 
the inventory.” . . . “Our inventory is 
such that we feel we shall be reimbursed 
in case of termination. We have not en- 
tered into any predetermined agreements 
because the contract termination rules are 
very clear. We have more trouble getting 
disposition of government-owned machin- 
ery than of anything else.” . . . “We be- 
lieve our inventories are protected. There 
has been reasonably prompt disposition of 
inventories where contracts have been ter- 
minated.” 

Electrical Equipment: Expect No 
Inventory Losses 


“We have set aside inventory reserves.” 
. . . “We will not have any loss on in- 
ventories applicable to war contracts, 
since we do not buy or commit ourselves 
for materials in excess of contract require- 
ments. On several terminations, disposal 
of inventories has held up final settlement. 
We sometimes think that the CMP regu- 
lations and other control measures tend 
to slow delivery of materials.” . . . “We 
have not set up reserves. In event of ter- 
mination, we would retain half of our in- 
ventories at 75% or more of cost and 
about 15% at a lower figure.” . . . “All 
our inventory is protected against loss. 
None of it would be of any use when con- 
tracts are finished or terminated.” 

“Our inventories are completely pro- 
tected against loss under existing termi- 
nation practices, and less than 2% to 3% 
of our inventories would be of any value 
to us in our peacetime operations.” 


Foundries: No Inventory Problem 


“Only a very minor percentage of our 
inventories will be affected by termina- 
tions. Practically all our inventory would 
be retained if present contracts should be 
terminated.” . . . “We do not have over 


three days’ materials on hand.” . . . “We 
have not set aside reserves, and would re- 
tain our entire inventory for our own use 
with a few minor exceptions. Our present 
inventories are much larger than may be 
required in peacetime, but only a few 
months’ operation would shrink them to 
normal.” . . . “Our raw material inven- 
tory consists chiefly of scrap steel, which 
is a common inventory not practical to al- 
locate to specific contracts. We operate a 
steel foundry under lease from the De- 
fense Plant Corporation. Should operation 
of this foundry cease with the termination 
of hostilities, we would be faced with a 
considerable raw-material inventory loss. 
However, we believe that it is more prac- 
tical to await stoppage of operations and 
then consider such loss for income-tax 
purposes.” . . . “We have set aside re- 
serves, but our inventory problem is not 
serious as nearly all our raw material and 
supplies are usable for the production 
of any casting orders. We would retain 
100% of the inventory in event of ter- 
mination.” 

Industrial Machinery: Excessive In- 
ventory Risks 


“We have a postwar contingency fund 
to cover possible inventory losses result- 
ing from termination. In the event of any 
large-scale cancellations, we would proba- 
bly not retain more than 25% of our in- 
ventory.” . “We have set aside a 
nominal reserve to cover inventory losses. 
Limitations and restrictions imposed have 
necessitated the lengthening of our de- 
livery schedules, and we have had to 
make commitments far in advance of ac- 
tual requirements. These commitments 
may become excessive inventory risks in 
the event of wholesale termination.” 

“In attempting to foresee government 
needs, we have in some cases, taken exces- 
sive inventory risks.” . . . “A reserve for 
war contingencies covers both inventory 
losses and renegotiation, but we doubt 
whether the sums set up are sufficient. In 
event of termination we would retain 
about 25% of inventory at its actual 
cost.” . . . “Since the beginning of the 
war we have set aside monthly reserves 
for inventory losses. We have had little 
or no difficulty in obtaining approval for 
prompt disposition of inventories in the 
case of terminations.” . . “We have 
set aside no reserves. If termination ar- 
ticles in war contracts mean what they are 
alleged to mean, we know of no reason 
why any contractor should not recover at 
least cost. We could retain practically all 
our inventories for our own use.” 

“We have not set aside an inventory re- 
serve, and believe we will be able to re- 
tain approximately 95% of inventory for 
postwar work. Our inventories are lower 
now than they should be.” . . “We 
have not set aside special reserves. We 
would not expect to retain more than 10% 
of our inventory at cost or any other value 
in the event of termination. We have had 
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difficulty in obtaining approval for prompt 
disposition of inventories where contracts 
have been terminated.” . . . “As prac- 
tically everything we are building at this 
time is of our regular design, in the event 
of cancellation we should expect to recover 
the material and at a later date finish up 
the machines on stock orders. We have 
had very little difficulty in arranging set- 
tlements with the Ordnance Department 
as to the prompt disposition of our in- 
ventory. 

Iron and Steel Products: Reserves 
Set Up 


“We have set up reserves to cover pos- 
sible inventory losses. Under termination, 
very little inventory will be retained.” 

“Reserves have been established for 
losses. We have been protected against 
losses on inventories in the few cases in 
which claims were made. In case of exten- 
sive cancellations we would retain about 
a quarter of our inventory at 75% or 
more of cost. To date, we have absorbed 
90% of the inventory involved because 
we can use the material from a canceled 
contract on a similar one which is active. 
We have taken no excessive risks since 
our operations are simplified to the ex- 
tent that raw material, after processing 
starts, is in our plant only an average of 
eight days which, of course, lessens our 
goods-in-process cancellation problem.” 

“As the steel supply has again be- 
come quite tight, we are not likely to ac- 
cumulate any excessive inventory in the 
near future.” . . . “Our financial policy 
has been not to include any reserves for 
possible inventory losses. We expect to re- 
tain approximately 25% of inventory at 
75% or more of cost. Limitations on 
government responsibility for inventory 
losses have definitely restricted the flow of 
materials into our plant.” . . . “Our com- 
pany has not set aside reserves to cover 
possible inventory losses resulting from 
termination. We have, however, valued 
inventories not specifically covered by war 
contracts very conservatively. Probably 
about 80% of our present inventory would 
be protected under existing termination 
practices. In a few minor terminations, 
we have valued the material in process at 
scrap value for income-tax purposes and 
have presented no formal claim.” 

“We have not set aside reserves. We are 
protected 100% against losses under ex- 
isting termination practices. Relatively 
little of our inventory could be used in 
normal or peacetime production. The lim- 
itation of government responsibility for 
inventory losses has not in any way 
restricted our delivery schedules of war 
material.” 


Machine Tools: No Change in Product 


“We have established reserves for con- 
tingencies arising from war production. 
We will retain and use for our own regu- 


on hand at the termination of hostilities. 
During the war, we have carried substan- 
tially greater inventories than normal 
with all of the attendant risks, but we 
have done this without government pro- 
tection, feeling it our part as a business 
enterprise to accept such a responsibility.” 

“We have not established reserves to 
cover possible inventory losses, but we 
have created reserves for the purchase of 
cost-reducing machinery. Our inventory 
consists largely of articles for war pur- 
poses and we would prefer not to buy 
any of this inventory. The remainder of 
our inventory is for our regular product 
and we would possibly purchase this but 
the price would, of course, determine how 
much. Some of this inventory might be 
obsolete because of improvements we are 
making in our designs.” . . . “Our cur- 
rent inventory consists of the same items 
as ini peacetime, although, of course, in 
larger quantities. Since our selling prices 
have undergone no change during the war 
and the price of steel is also at the same 
level, we do not anticipate any inventory 
losses. We may end up with excessive 
quantities, but we should not be required 
to sacrifice them.” 


Office Equipment: Delay in Inventory 
Disposal 


“Over 80% of our present inventories 
are protected against losses under existing 
termination practices. Limitations on gov- 
ernment responsibilities for inventory loss- 
es have not, restricted delivery schedules 
of war materials to any marked degree.” 

“We have not established any reserves 
for inventory losses. The length of time 
involved before government approval for 
disposal of inventories has been received 
has exceeded ninety days.” . . . “Reserves 
have been set aside to cover any inventory 
losses 100%. Major difficulty on termi- 
nated contracts was the considerable time 
it took to obtain approval for disposition. 
Most of these inventories were eventually 
scrapped. Limitations on government re- 
sponsibility for imventory losses restricted 
delivery schedules except where we took 
excessive inventory risks in order to main- 
tain them.” 


Steel Products: No Specific Inventory 
Reserves 


“We have set aside substantial reserves 
to cover various items, but no breakdown 
of specific amount against inventories has 
been made. We have not effected any pre- 
determination disposal agreements. For 
the most part, both wartime and peace- 
time raw materials are substantially the 
same, although part-way through produc- 
tion they frequently become suitable only 
for scrap purposes in so far as peace- 
time use is concerned. Our inventory risk 
has been increased by our large volume of 
war orders, but this is largely a matter of 
amount rather than a question of the kind 


lar purposes any inventory that may be of inventories carried.” 


“We have reserves to cover possible in- 
ventory losses. Not more than 10% of our 
present raw-material inventories are pro- 
tected against losses under existing termi- 
nation practices. Practically all finished 
and processed inventories are protected. 
We would expect to retain more than 75% 
of our inventories at 75% or more of cost. 
We are working on an inventory disposal 
plan covered by predetermination agree- 
ments. We have had some difficulty in 
obtaining approval for prompt disposition 
of inventories where contracts have been 
terminated.” . . . “Reserves to cover pos- 
sible inventory losses have been unneces- 
sary. We would retain all of our inventory 
for our own use at 75% or more of cost.” 

. “No definite reserve has been set 
aside for possible inventory losses, al- 
though a contingency reserve can be used 
for any purpose deemed necessary. Prac- 
tically all our inventory is used for our 
regular stock lines of business.” 


NONDURABLE GOODS 
Chemicals: 


“We have set aside reserves for possible 
inventory losses from termination or a de- 
crease in inventory values. Approximately 
25% of our total inventories are protected 
against losses under existing termination 
practices. We expect that in event of 
termination we could use 75% of our 
present inventory for our own use at 75% 
or more of cost. We have not made any 
predetermination agreements with any 
war agency.” . . “We have not set 
aside any reserves. Practically all the in- 
ventory we have on hand can be utilized 
for civilian production. Due to allocation 
procedure and the difficulty of obtaining 
deliveries of materials, our inventories 
must be covered at a higher level than 
would be necessary under peacetime con- 
ditions.” . . . “There is no possibility of 
inventory losses resulting from the termi- 
nation of war contracts. The chemical 
industry’s problem is to build up ade- 
quate inventories rather than dispose of 
any excessive inventories.” . . . “We have 
not set up any reserves to cover losses. 
Practically all our war sales are made up 
of items which we regularly manufacture 
and sell to others.” . . . “Our total in- 
ventories are at a low point compared with 
those we carried prior to 1943.” 


Inventories at Low Ebb 


Food: Only Minor Problems 


“We shall have quite insignificant war 
inventories.” . . . “We have set aside re- 
serves to cover inventory losses of any 
nature. Any products which may be on 
hand at the time of termination will prob- 
ably be usable in civilian consumption. 
We believe that specially packaged goods 
will be taken by the government for re- 
lief or rehabilitation needs if not used for 
other purposes.” . . . “Plans made by the 
War Food Administration for the liquida- 
tion of possible undelivered contracts will 
prevent any harmful experience in our 
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industry.” . “A few items especially 
prepared for government service might not 
sell too readily to civilians, but we believe 
the small amount on hand will be taken 
by the government.” 


Paper: No Inventory Problem 


“A general postwar contingency reserve, 
although not intended for them, would be 
available for losses incident to direct war 
contracts.” . “In general, the company 
has been delivering its regular grades and 
classes of paper products to the govern- 
ment under rather short-term contracts. 
Under these circumstances, any inventory 
holdings could generally be diverted to 
regular domestic channels.” 

“Paperboard mills do not as a general 
rule carry inventories of finished products, 
since much of the output is made to cus- 
tomer specifications. Contract termination 
will result merely in the mills turning to 
civilian demands, now at a low ebb, in 
packaging supplies. Since many of the 
large users have had time to advance their 
plans for reconversion, the delay in order- 
ing their supplies made of paperboard 
should be of short duration.” 


Rubber: Stocks Easily Adapted to 
Civilian Use. 


“We have some small reserves set up 
to cover possible inventory losses result- 
ing from termination of war contracts. 
This is not a large matter, however. Our 
inventory could also be used in civilian 
channels. This refers to finished goods, 
work in process and raw materials.” : 
“Tnasmuch as the manpower situation has 
hit us so hard, we have no problem of 
war inventories.” . “Our reserves are 
not specifically for termination losses. 
However, we have increased them owing 
to the abnormal size of inventory. We will 
retain none of our present inventory.. We 
have one predetermination agreement now 
and will soon be at work on others, 
so that 95% of our imventory dis- 
position will be covered.” . . . “We are 
not setting 'up reserves to cover inventory 
losses from termination, inasmuch as the 
products could be converted to domestic 
use readily. We have not encountered any 
difficulty with the few terminations we 
have had. Settlements have been made 
promptly. I believe that all manufacturers 
are taking excessive risks in order to main- 
tain delivery schedules, for the reason that 
it is difficult in times like these to pur- 
chase materials in the exact quantities to 
keep an even flow of merchandise.” 


Textiles: 
“Tifo”’ 
“We have set aside a reserve to cover 

inventory losses resulting from termina- 

tion. Based on present termination 
clauses, we feel that 100% of the present 
total inventories would be protected 
against losses. This is true, however, only 
because we keep a very tight control of 


Reserves Built Up through 


inventory purchased for government con- 
tracts. We believe that half of our in- 
ventory would be useful at 75% or more of 
cost. We have not taken any excessive in- 
ventory risks in order to maintain delivery 
schedules.” . “We have set aside re- 
serves to cover possible inventory losses. 
We feel that whatever loss might be in- 
curred would be so small that it would not 
cause us any worry. We would not retain 
any of our inventory if we had to pay 
75% or more of cost for it.” . “We 
operate on a last-in, first-out method of in- 
ventories. As this method was adopted at 
a time when prices for raw materials were 
considerably lower than at present, it 
gives us an automatic reserve against in- 
ventory losses. The bulk of our inven- 
tories of cloth and stock in process are 
readily convertible to civilian uses.” 

“We have set aside small reserves for in- 
ventory losses, but these would not be 
sufficient to protect more than 80% of 
our inventories. We expect to retain half 
our inventories at 75% or more of cost. 
We have had to assume limited risks in 
order to be assured of deliveries of ma- 
terials for use in the performance of our 
contracts.” . “We have set aside re- 
serves to cover certain losses from termi- 
nation and also for other purposes. We 
would judge that 50% of our present total 
inventories are protected against loss 
from termination. We plan to retain 
25% of our inventories at 75% or more 
of cost and the balance at a lower fig- 
ure. We expect to have our entire in- 
ventory under predetermination agree- 
ments before we would have any cutback.” 


“We have reserves to cover possible 
inventory losses on termination. Probably 
90% of our inventories could be retained 
for civilian uses.” . “We have not set 
aside special reserves to cover inventory 
losses. In general, we should expect to 
retain our fiber inventory in the event of 
termination.” . “We would expect to 
retain for our own use 100% of our in- 
ventory in the event of termination. In 
the past we have taken excessive inven- 
tory risks in order to maintain delivery 
schedules, but we have now ceased this 
practice and when it is necessary to make 
additional commitments to keep our plants 
running on war orders, we obtain orders 
for finished goods sufficient to take care 
of the inventory commitments.” 


“We have not set aside a reserve for in- 
ventory losses. We expect to retain all 
our inventories for our own use.” 

“As our inventories are carried entirely 
on a lifo method, there are, we think, ade- 
quate reserves. We also carry some addi- 
tional reserves for this purpose. We expect 
a large proportion of our inventory against 
war contracts will be retained for our use 
at 75% or more of cost. We are now en- 
gaged in working out predetermination 
agreements.” 


Criypr L. Rocers 
Division of Business Practices 


Wartime Expansion 


of Canadian Industry 


EARLY Can. $1,600 million has been 
spent on the expansion of Canadian 
industry since the outbreak of the war. 
This total, compiled by the Toronto 
Financial Post, includes expenditures both 
by private industry and by the Canadian 
Government, but does not include govern- 
ment expenditures of about Can.$632 
million on defense housing, barracks, air- 
ports, etc. 

The present total is estimated to be 
equal to nearly half the depreciated 
value at which Canadian plant and equip- 
ment was carried on Canadian balance 
sheets at the outbreak of the war. 


Canadian Wartime Industrial 


Expansion 
Millions of Canadian Dollars 
pL NSPS, Mee. Pees ae. $1,578a 
For warpurposes a eb hee es 1,278 
By private enterprise................. 488 
Approved by War Contracts Depre- 
ClAtION BORTd Nvidia. ooh nee 240 


Approved under special War Ex- 
change Conservation Act Agreements 58 
Aluminum Company..,............ 
By government..... Oats anseet Wea vel ees 
In private plants, privately operated| 160 

In Crown plants, privately operated 
In Crown plants or companies, gov- 
ernment operated................. 180 
For nonwar purposes.................. 


ssecensie only, 

ludes only that part pore to war purposes; the 
balance of $40 million to $50 million is Spaded in the 
nonwar item above, and largely represents the Shipshaw 
power development. 


Of the $240 million handled by private 
enterprise under the War Contracts De- 
preciation Board, 1242%, or $30 million, 
is assumed by the board to represent the 
postwar value of the expenditures, and 
the balance ‘of $210 million is treated as 
special war depreciation to be written off 
over two years. No list of the firms in- 
volved has been released, although the 
Financial Post says that of the 900-odd 
firms covered, the largest total approved 
for any single firm was about $12 million, 
and the largest single items did not ex- 
ceed $4 million or $5 million. 

The $58 million spent under the War 
Exchange Conservation Act represented 
fifty-five firms. The largest single item— 
$34 million for International Nickel— 
represented nearly 59% of the total, and 
the next—$914 million for Consolidated 
Smelters—another 16%. The remaining 
items, comprising about 25% of the total, 
with two exceptions are less than $1 mil- 
lion each. 

Winturop W. Case 
Division of Business Practices 
1See The Business Record, Feb., 1945, p. 47. 
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Effect of 


Renegotiation 
on Income 


OMPARISON of the sales and in- 

come of companies whose contracts 
have been renegotiated with those com- 
panies from which no refund was required 
is made possible through a recent com- 
pilation by the Securities and Exchange 
Commission. 

These data (shown in Table 1) were 
broken down into two segments: compan- 
ies which were required to make a refund 
after review (Table 2) and those not re- 
quired to make any refund after review. 
(Table 3.) 

Sales of $9,927 million for 241 compan- 
ies were cleared in 1942 without any re- 
fund required. On this volume of business 
the companies earned $1,099 million be- 
fore taxes, a return of 11.1%. The 370 
companies which were required to make 
refunds had, before renegotiation, sales 
and net profit, before income taxes, of 
$23,772 million and $3,580 million, re- 
spectively. Their return on sales was 
15.1% before renegotiation. 

After refunding $578 million, these 370 
companies still had a return on sales of 
13.2%, a higher return than that received 
by the group from which no refund was 
required. Much the same situation is 
shown by the 34 companies in 1943, when 
their return on sales was reduced from 
16.2% to 13.9%. 

A stability in rates exists on the basis 
of the relation of the sum of both volun- 
tary refunds and renegotiated refunds to 
sales before any refund deduction. In 
1942, voluntary and renegotiated refunds 
were 2.4% of sales; in 1943, 2.3% of sales. 
Such a percentage, however, does not al- 
low for the greater proportion of war 
business in 1943 than 1942. Sales made 
before the Renegotiation Act became ef- 
fective on April 28, 1942, are excluded, 
with certain exceptions. 

Because of a policy of close pricing, pro- 
portionately more companies have been 
cleared on 1943 business than in 1942, 
without making a refund. Of the 611 
companies for which complete renegotia- 
tion data were available in 1942, 370 or 
slightly more than 60% were required to 
make a refund in addition to any volun- 
tary reductions they may have made pre- 
viously. In 1948, only 34 of the 70 com- 
panies were required to make refunds in 


Table 1: Sales and Income of Companies Reporting Renegotiation 
Data, 1942 and 1943 
Source: Securities and Exchange Commission, “Data on Profits and Operations, 1942-43,” Part IV 


1943 (70 Companies) 


1942 (611 Companies) 


Item Before Re- | Resultof Re. | After Re-_ || Before Re- | Result of Re, | After Re- 
negotiation | negotiation | Begotiation negotiation negotiation negotiation 
Thousands of Dollars 
Net sales before voluntary : 
price deductions........ 2349658) oe. es || meacteene 95926, 24335) eer. core ton |e, rece 
Less voluntary deductions. SA, 6620 eee... | aera 926, 3020) “Geel ee ee 
Net sales3ina-n. Seer. 2,807,996 $1,580 | 2,776,416 699,881 577,506 |33,122,375 
Operating profit.......... 382,355 $1,510 350,845 || 5,328,037 575,428 | 4,752,609 
Provision for war and re- 
lated contingencies pro- 
vided out of income..... 22,030 2,410 19,620 318,642 69,134 249,508 
Net profit before income 
TAKES) Serres cee teen 369,014 29,103 839,911 || 4,678,362 507,074 | 4,171,288 
Net profit afterincometaxes| 123,117 4,534 118,583 || 1,639,366 66,334 | 1,573,032 
Percentage 
Operating profit to net sales. ISO" secee 12.6 16h. .F 14.3 
Net profit before taxes to 
net.salestye ces cs aT Bes Wiech 12.2 USi9 | eek eee 12.6 
Net profit after taxes to 
net isalesie: foe. oe oe re el eet ese 4.3 BD lle keel ogee 4.7 


Table 2: Sales and Income of Companies Making bs ean 
Refunds, 1942 and 1943 
Source: Securities and Exchange Commission, “Data on Profits and Operations, 1942-43,” Part IV 


1948 (84 Companies) 1942 (370 Companies) 


Before 
Renegotiation 


After | 
Renegotiation 


Before _ 
Renegotiation 


After 


a Renegotiation 


Thousands of Dollars 


Netisales.: ¢2 9 9o7 tee tee saes eee 1,108,230 1,076,650 23,772,392 23,194,886 
Operating profit... ............22000e00s 184,480 152,970 || 4,173,681 | 3,598,253 
Provision for war and related contingencies 

provided out of income..............- 7,340 4,930 246,879 177,745 
Net profit before income taxes........... 179,285 150,182 3,579,741 3,072,667 
Net profit after income taxes............ 58,555 54,021 1,166,102 1,099,768 

Percentage 

Operating profit to net sales............. 16.6 14.2 17.6 15.5 
Net profit before taxes to net sales....... 16.2 13.9 15.1 13.2 
Net profit after taxes to net sales........ 5.3 5.0 4.9 4.7 


Table 3: Sales and Income of Companies for Which No Refund 
Was Required, 1942 and 1943 


Source: Securities and Exchange Commission, “Data on Profits and Operations, 1942-48,” Part IV 
1943 1942 
Item 86 Companies | 241 Companies 


Thousands of Dollars 


Wet salesivcic Jos. cscies, sislthe « spate eebetine ce etn «°c: Aeon eek epee 1,699,766 9,927,489 
Operating profit cnos. sete tet ste Crees <= dias eadexsornaretetets =e 197,875 1,154,356 
Provision for war and related contingencies provided out of income... 14,690 71,763 
Net profit before income’ taxes. <.2./mctc cts es ese pe cele ae en 189,729 1,098,621 
‘Net profit after income 'taxes.c) oc ie «ie nacidenicsmip eee corse Peremtee ae 64,562 473,264 
Percentage 

ogee profit to net. sales. 2.4.0'<ssinwe ot potas’ cea app amiss eine 11.6 11.6 

t profit before taxes to.neb sales. 52... ogsae = resins nar cane ate 11.2 uf i | 
Net profit:after'taxes to netaales.0<.)..cic.003 vies > mewner Caisse 8.8 4.8 
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addition to voluntary price reductions, 
slightly less than 49% of the total. 


VOLUNTARY REFUNDS 


Voluntary refunds are playing a more 
important part in 1943 renegotiation as 
can be seen from Table 1. In 1942, 611 
companies for which complete data on re- 
negotiation are available made voluntary 
refunds of $226 million on $33,926 million 
of sales. In addition, as a result of rene- 
gotiation, $578 million was required to be 
returned, more than twice as much as was 
voluntarily refunded. 

In 1943, 70 companies voluntarily re- 
funded $35 million on $2,843 million of 
sales. After contracts were renegotiated, 
they were required to return an additional 
$32 million to the government, an amount 
actually less than that returned of their 
own accord. 

Refunds to the United States Treasury 
from April 28, 1942, when the Renegotia- 
tion Act became effective, until March 9, 
1945, totaled $5,802 million. The sum- 
mary by years is as follows: 


For Business in Amount of Refund 


(8 million 
WAS PMC ak he otele c a saree ete « 3,178 
AS HS ahs oi vtsuavs. bs oracle Ms Zia’e 2,578 
RRA MOS IF 3.0: SO ca vatleiclas AT 
bares Foal eee eons, vase Say Minis oO 5,802 


This total, however, represents both an 
overstatement and an understatement: of 
the amounts saved by the government 
through renegotiation. 


INDIRECT EFFECTS 


It is an overstatement because a con- 
siderable portion of the amount would 
have been recovered through taxation 
without the necessity of renegotiation. 

The dollar saving is understated since 
no account is taken for two other types of 
savings that occur as a result of the re- 
negotiation act. Price reductions under 
existing contracts and contractors’ volun- 
tary price reductions on future contracts 
and future deliveries have resulted in sub- 
stantial savings in addition to the amounts 
recovered through refunds. In fact, it is 
likely that savings from the second and 
third source exceed the amounts refunded 
through renegotiation by a large amount. 

In 1943, despite nearly a 28% increase 
in manufacturers’ sales over 1942, the 
amount recovered through refunds was 
$2,578 million in contrast to $3,178 mil- 
lion refunded in 1942. 

The refunds for 1943 undoubtedly will 
be higher since 15% of the cases have yet 
to be disposed of. On the other hand 
nearly all of 1942 business has been re- 
viewed. It does not seem likely, however, 
that 1943 refunds when completed will 
exceed those of 1942. 


The smaller amounts refunded in 1943 
do not indicate, however, that renegoti- 
ation is no longer effective in securing 
price reductions and hence in reducing 
corporate profits. It suggests that con- 
tractors are either making voluntary re- 


Fifty Largest 


SSETS of the fifty largest manufac- 

turing corporations (excluding pe- 

troleum and copper companies) totaled 
$21.9 billion at the end of 1943. 

The range in total assets of the com- 
panies in this group is extraordinary. (See 
Table 1.) The largest company had assets 
of $2,264.7 million, while the smallest pos- 
sessed assets of $175.0 million, a spread of 
$2,089.7 million. For a comparable group 
of companies in 1937 the range in assets 
was nearly as large, $1,810.6 million; assets 
of the smallest company were valued at 
$108.1 million and of the largest at $1,- 
918.7 million. 

Comparison of the fifty largest corpora- 
tions in the years 1937 and 1943 reveals 
a marked expansion in the value of the 
resources possessed by this group. This 
expansion is not surprising in view of the 
sharp increase in activity that has taken 
place in the business economy as a whole. 
Since 1937 industrial production has more 
than doubled; and prices have taken a 
sharp upward turn, raising the value of in- 
ventories. Speculation has raised the valu- 
ation placed upon land and other capital 
equipment. Total assets have also been 
increased by huge government expendi- 
tures for war to the extent that they have 
added to receivables, cash and net income. 

The fifty statements from which the 
data are taken reflect the operations of 
many times that number of corporations. 
One statement, for example, represents 
the consolidation of the operations of 
more than sixty companies; another, more 
than fifteen companies. 


INDUSTRIAL COMPOSITION 


The composition of the fifty largest has 
changed over the years. In 1943, eight 
aircraft companies are listed, none of 
which was large enough to be included in 
1937. 

Manufacturers of durable equipment 
make up thirty-four of the top fifty, 
while the remaining sixteen manufacture 


1The assets figure undoubtedly contains duplication (in 
such correlative items as notes and accounts receivable and 
redo stock and bonds outstanding and investments). 

ore likely than not such duplication does not materially 
inflate the combined assets total. 


funds or are able to follow a policy of 
close pricing because of better cost in- 
formation. 


Frank GAsTaLpo 
Division of Business Statistics 


Manufacturers 


nondurable goods. Quite possibly if petro- 
leum and copper companies were included, 
the disparity would not be so great. 

Within the durable segment, iron and 
steel and aircraft companies together ac- 
count for half of the thirty-four compan- 
ies—nine and eight, respectively. As in pre- 
vious years the big three in automobiles 
are in the durable group. The sixteen in 
the nondurable group are primarily food, 
rubber and tobacco companies. 

Noticeably absent among the top fifty 
are lumber, furniture and stone, clay 
and glass companies; and in the nondur- 
able category, textiles, apparel, and 
leather. 

Thirty-seven of the companies that 
were the largest in 1943 were among the 
top fifty in 1937. Eight of the remaining 
thirteen are aircraft manufacturers; and 
the other additions comprise two manufac- 
turers of transportation equipment, two 
manufacturers of communication equip- 
ment and one manufacturer of air and sea 
navigational instruments. 


CAPITAL STRUCTURE 

Stockholders’ equity at the end of 1943 
in the total assets of the fifty largest cor- 
porations was $11.2 billion, or slightly 
more than 50% of total assets. There is, 
however, a wide variation in the ratio of 
net worth to total assets from less than 
8% to almost 84%. Aircraft and other 
companies which have experienced a huge 
expansion as a result of the war program 
are near the lower limit. 

Invested capital, which is the sum of 
net worth and long-term debt, totaled 
$12.8 billion for the fifty companies. Long- 
term debt comprises only a small propor- 
tion of the capital structure. For the 
group as a whole, more than 87% of 
invested capital is stockholders’ equity, 
the remaining 138% representing that of 
long-term creditors. 


RESULTS OF OPERATIONS 
On a sales volume of $31.8 billion for 
forty-seven of the fifty companies, earn- 
ings after all taxes and charges were $0.9 
billion, a return of slightly less than 3%. 


114 


THE CONFERENCE BOARD 


April, 1945 


TABLE 1: FIFTY LARGEST MANUFACTURING CORPORATIONS! IN 1943, ACCORDING TO TOTAL ASSETS 
Sources: Securities and Exchange Commission Reports; Stockholders’ Reports; for the Ford Motor Company, Report to the Massachusetts 


Commissioner of Corporations 
Dollars in Millions 


2 Total Net Invested Net Income | Federal 
Corporation Assets? Worth? | Capitalé Sales’ Before Income 
‘axes’ Hh 
General Motors Corpiiiicsic. seni cs ses os 2,264.7 | 1,276.2 | 1,276.2 | 3,731.5 389.8 240.0 
Bes. Steel Corp: 5.0 costes o's vetn etiam 2,106.1 | 1,427.2 | 1,556.2 | 1,968.7 146.9 84.3 
Bethlehem Steel Corp..........-......-.- 1,044.9 498.3 654.8 | 1,902.8 154.7 122.6 
E. I. Dupont de Nemours & Co........... 1,038 .2 724.7 724.7 612.9 191.7 122.0a 
Ford: Motor: Co..c..soret ees sae eee 1,009.1 686.4] 686.4 n.a n.a n.a 
General Electric Co.....0..2cs0cecceccees 874.7 | 343.0] 343.0 |1,459.5 | 191.0] 142.2 
Curtiss-Wright Corp. «6s ocjos 60 sa eisiecee ae 783.2 64.0 64.0 | 1,295.2 98.9 86.0 
Aluminum Co. of America................ 611.0] 276.5 | 428.8 n.G. 134.8 91.9 
International Harvester Co............... 535.4 | 368.2 | 368.2] 448.0 50.2 24.5 
Westinghouse Elect. & Mfg. Co........... 470.2 253.0 273.0 709.2 92.2 70.8 
Union Carbide & Carbon Corp............ 459.5 | 297.1 | 319.9] 488.4] 108.8 74.9 
Republic Steel Corp.........)< ...0:6..00101 2220 433.3 | 267.2 | 339.2 | 549.1 61.3 39.3 
Chrysler'Corps, c.0- sates aeons tre naar 418.5 | 188.0] 188.0] 886.5 55.9 32.6 
Western Electric Co..............2200005 402.8} 169.1} 169.1] 714.3 79.3 66.0 
Consolidated Vultee Aircraft Corp.........] 393.5 30.3 32.4 | 800.6 59.4 47.1 
American Tobacco Co.............s+.208: $90.5 | 225.5 | 323.4 | 529.4 54.2 31.7 
Goodyear Tire & Rubber Co.............. 376.6 | 159.3 | 249.0] 760.5 96.3 74.8 
Swift 6 Gos. cone so eee aren ereacd tater 363.9 258.4 277.8 | 1,489.5 42.2 24.9 
Armour & ‘Co; (IL) 2ot8 See ee On 362.7 160.1 268.6 | 1,416.6 36.5 21.9 
Pallman' Ine: hae... eas ee ee 331.0 177.6 177.6 398.6 48.2 39.0 
Bendix Aviation Corp.................04. 319.3 50.1 50.1 769.2 75.4 60.7 
Firestone Tire & Rubber Co.............. 304.6 | 133.1 180.6 | 545.4 48.0 32.8 
Eastman Kodak Co, .c2hcnsanees sae < rae 301.3 183.8 183.8 269.0 65.4 43.1 
Jones & Laughlin Steel Corp..............] 300.1 198.4 | 242.3 | 280.7 29.2 19.7 
Allied Chemical & Dye Corp.............. 288.7 | 186.6 | 186.6 | 303.8c} 39.5 20.5 
Glenn: 3s... Martin Co.2 vnieriecsnconn: <s | 278.8 38.0 38.0 632.2 70.7 58.3 
National Steel Corp’... s ccrnsaiees 26.0/ea.bris 278.1 161.1 Q17.4 256.2 38.0 26.3 
Siterry Corp... ised: Ace ee 276.4) 29.1| 29.1] 460.0| 67.3] 59.7% 
Youngstown Sheet & Tube Co............ 270.4 166.4 226.6 224.9 26.4 18.4 
Lockheed Aircraft Corp.............+...- 265.5 33.4 123.4 658.0 47.9 39.9 
International Paper Co................60- 262.8} 160.6] 216.0] 212.0 29.1 20.7 
Bisse hupber Cos. a... eset eran custo: 254.2 124.0 169.2 440.9 61.0 45.6 
Liggett & Myers Tobacco Co............. 243.9 | 158.8] 180.7] 347.3 34.7 19.0 
Radio Corp; of Americasi.: ciioic. 10-5255 235.1 84.0] 149.0] 291.0 33.8 23.6 
National Dairy Products Co.............. 234.9 102.2 161.0 580.2 42.0 29.0 
North American Aviation, Inc............ 233.7 22.3 22.3 | 463.5 82.2 25.4 
United: Aircraft, Corp) 7... 0. wc ceeee score 232.8 70.1 81.9 | 734.1 69.0 43.6 
R. J. Reynolds Tobacco Co............... 231.1] 158.9] 168.9] 414.3 34.3 15.7 
American ‘Can’ Co. ices: orgies lan nctias 231.1 170.9} 180.9} 191.1 21.4 8.1 
Allis-Chalmers Manufacturing Co......... 229.6 65.3} 130.3} 295.9 42.8 34.8 
Bak. Goodvich Cosh c00% weet hud ok soos 228.6 94.6 122.3 374.4 77.6 66 .0a 
Singer Manufacturing Co................. 225.0 | 148.7] 148.7d n.d n.d. n.d. 
American Car & Foundry Co............. 214.7 94.2} 1038.6] 218.8 23.0 17.4 
Inland Steel ‘Cov. 5... 2.4..25 sh ee eo ee 196.9 116.8 151.1 203.7 30.1 19.3 
Procter & Gamble Co...............0008- 190.2 159.6 159.6 326.1 833.9 14.3 
American Rolling Mill Co................ 190.0] 139.1] 156.9 | 199.3 14.3 8.2 
DonglasAircralt, Coys, awiente nie 187.6 45.5 45.5 | 987.7 40.5 34.5 
Deere: C072, ..- Netee sere otis cee cee 184.2 110.3 110.3 188.1 44.9 33 .3a 
Borden Gasca facet oe are dee ee 178.8 104.7 115.2 $71.9 24.3 14.9 
American Locomotive Co..............++- 175.0 56.9 56.9 | 428.9 33.7 27.1 


1Petroleum and Copper Industries excluded. 


*Tax notes deducted from assets and liabilities have been added back so that the total 
ration. Treasury stock shown 


properly Li, hope the full assets and liabilities of the cor, 
as an asset has been deducted from total assets, unless held for 


lan. 
3 3Net worth is the sum of capital stock (less Treasury stock) 


adjustments have been made to make this figure reflect renegotiation. 
‘Invested ona is the sum of net worth and long-term debt. 
data were available, sales, income and taxes have been adjusted to 
Provisions for renegotiation by the company were 
‘ the best estimate of the reduction that is expected 
to take place. Federal income taxes include excess-profits taxes. 
Where the number of stockholders and employees was not av: 


SWherever t : 
reflect the effect of renegotiation. 
deducted from sales as representing 


figure given was carried forward. 


Dividend payments for forty-nine com- 
panies totaled $646.6 million, or slightly 
more than 64% of a net income of $999.9 
million; this leaves $353.3 million in the 
business for general corporate purposes. 
Preferred and common stockholders (for- 
ty-five companies) numbered 2.6 million 


™No adjustment has been 


are overstated by less 
distribution under a bonus 


and surplus. Appropriate 


income before taxes, $6.68 


ailable for 1943, the latest debt was of a short-term or 


n.a.Not available. 


at the end of 1943. Duplication is un- 
avoidable in this figure. 

Forty-four of the companies, for which 
data are available, gave employment to 
3.6 million persons, or almost 22% of 
total employment in manufacturing in 
1943. 


adjustment for 1948 separate from that 
$.8 million. 
8Includes operations of carrier subsidiaries. 
%Since overprovision was made for renegotiation the following amounts were added 
back: Income after taxes, $1.27 million; federal income taxes, $5.41 million; sales and 


Income | Dividends} Number | Number | Annual 
AES PRAY aie | sles | At 
149.8 96.3 | 423,780 | 448,848 | 1,322.0 
62.6 60.0 | 238,268 | 340,498 | 912.9 
$2.1 24.4] 76,620 | 289,232 | 892.3 
69.7 54.8 | 90,041 | 115,600 n.d. 
n.d. n.a. 6 | 192,500 n.a. 
48.8 40.3 | 230,910 | 171,133 | 471.7 
12.9 7.9 | 102,892 | 180,000 n.a 
42.9 16.1) 13,654 | 42,941 242.4 
b Tae fi 16.3 | 37,000 | 70,400 166.9 
21.4 12.8 | 48,073 | 115,179 | 316.0 
33.9 27.8 | 71,832 n.d. n.4. 
12.0 7.6 | 60,400 | 56,489 n.d. 
23.3 13.1 | 54,439 | 108,947 n.¢. 
13.3 12.0 n.a. | 89,016 225 .0 
12.3 2.3b} 10,001 n.d. na 
22.5 17.7 | 73,517 | 11,865 n.d. 
21.5 7.2 | 57,292 | 101,571 251.0 
17.3 8.9 | 59,000 | 72,700 na. 
14.6 3.9 | 45,000 | 80,000} 143.3 
9.2 9.8 | 34,903 | 54,000 n.d 
14.7 6.3 | 25,456 | 70,000 199.0 
15.2 6.6 n.d. n.a. n.a 
22.3 12.7 | 42,407 | 28,097 108.7 
9.5 6.1] 18,168 | 39,101 105.5 
19.0 13.3 n.d. n.d. na. 
12.4 3.3 7,300 | 56,000 n.d. 
LUE 6.6 n.a. | 21,068 62.0 
7.6 3.0 | 25,539 | 51,004 n.d. 
8.0 4.2 | 14,731 | 28,853 62.0 
8.0 2.2 | 10,000 | 18,724 n.d, 
8.4 4.6 | 26,752 n.d. n.d. 
15.4 7.0 | 22,899 | 89,023 190.2 
15,7 12.4 n.a. | 20,000 n.d. 
10.2 5.9 | 228,502 | 40,553 86.5 
13.0 6.3 | 66,889 | 36,281 88.6 
6.8 3.4 | 30,600 | 87,875 n.d. 
15.4 9.3 | 45,736 na. n.d. 
18.6 15.0 | 61,000 | 15,000 n.d. 
13.3 10.3 | $4,381 | 21,000 n.d. 
8.0 2.2 | 19,129 | 85,974 90.0 
11.6 4.7 | 25,261 | 53,268 n.a 
13.6 10.8 8,250 | 12,200 n.a. 
5.6 8.2 | 14,437 7,495 n.a. 
10.8 7.3 7,543 | 20,891 51.7 
19.6 15.0 | 42,682 | 14,535 n.a 
6.1 4.9 | 43,332 | 21,052 n.d. 
6.0 3.0 9,241 | 160,000 | 363.0 
11.6 8.2] 12,939 | 16,790 n.a 
9.4 6.5 | 49,141 | 26,820 n.d. 
6.6 3.1 | 21,758 | 23,056 n.d 
made for 


penenesen since available data do not show 
le for 1942. Sales and income before taxes 


alncludes renegotiation provision. 

bExcludes dividends of Vultee Aircraft prior to merger in March, 1943. 

cIncludes $17.1 million of intercompany sales. 

dExcludes $1.6 million due subsidiary since it was impossible to determine whether this 


long-term nature. 


Seattered payroll data for twenty-one 
corporations show a total of $6,350.7 
million paid out in salary and wages. 


Frank GASTALDO 
Frances J. Mnruis 


Division of Business Statistics 
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Geographic Distribution of Individual War Savings 


PPRAISAL of the postwar signifi- 
cance of the wartime savings of 
individuals must await further light upon 
the ownership and geographical distribu- 
tion of these accumulations. This study 
undertakes to estimate the growth of cer- 
tain types of savings by states from the 
beginning of 1940 through the first half 
of 1944. 

Private investments were first deter- 
mined, as of approximately December 31, 
1939, in savings and loan associations, in 
life insurance (private companies) and in 
United States savings bonds. Time de- 
posits in insured commercial banks and 
deposits in mutual savings banks and in 
the postal savings system were then add- 
ed. Corresponding figures were compiled 
for June 30, 1944. The difference is taken 
as arough measure of trend in the increase 
of net wartime savings of individuals. Some 
corporate and other business savings are 
unquestionably included, but the amounts 
are believed to be relatively small. Ad- 
mittedly, individual savings also take 
other forms, among them ownership. of 
homes, investment in corporate securities 
or government obligations, not included in 
these tables, and holdings of real estate. 
Some of these have changed but little dur- 
ing the period here covered. For others a 
basis for estimating geographical distri- 
bution is wanting. 

Aside from demand deposits and cur- 
rency outstanding, the data here pre- 
sented include a substantial part of the 
wartime savings of individuals, as report- 
ed by the Securities and Exchange Com- 
mission.” 

One of the most striking, as well as 
evident, facts revealed by Table 1 is the 
contrast between the relative standing of 
the states when per capita dollar savings 
are used and that obtained when the 
dollar figures are placed on a percentage 
basis. Thus among all the New England 
and Middle Atlantic states in only one 
is the per capita dollar increase as low 
as the national average. In none of these 
states is the percentage increase as great 
as the national average. This seems to 
indicate that, by and large, the rate of 
war savings which take these forms has 


1A very substantial, but undeterminable, proportion of 
these funds belong to unincorporated business. ot 

2Estimates of the Securities and Exchange Commission, 
excluding cash in the form of demand deposits and cur- 
rency, show an increase in savings of $105.4 billion from the 
end of 1939 to the middle of 1944. During the same period 
of time the total of the series here compiled rose from $55.6 
billion to $98.7 billion, an increase of $43.1 billion. 


Chart 1: Increases in Demand Deposits and Individual Savings, 
December 31, 1939—June 30, 1944 


Sources: Federal Deposit Insurance Corporation and those listed in accompanying table; computed 
and plotted by THe ConrerENce Boarp 
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Chart 2: Increases in Individual Tax Payments and Savings 
Sources: Listed in the accompanying table 
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been relatively low in those states where 
larger prewar accumulations had devel- 
oped, and relatively high elsewhere.’ 


1Since the data in these tables reflect certain types of 
investment only, their course over a period of years may in 
some degree be fixed by vacillating preferences among 
owners of funds for these as against some other form of 
investment. Percentage figures may likewise be influenced 
by the degree in which individuals in the various states pre- 
ferred these to other forms of investment in prewar years, 
and had large or small accumulations of them in 1939. 


The geographic relationship between the 
war savings of individuals as represented 
by the series included here and other war- 
time economic phenomena is obscure. In 
view of the wide variation among the 
states in the amount of these forms of 
savings already accumulated at the out- 
break of war, and presumably therefore in 
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normal income and normal rates of sav- 
ings, it seemed best for the purposes in 
hand to relate per cent increases in per 
capita savings to other series which might 
be supposed to be more or less closely 
related. Preliminary investigation did not 
reveal any significant relationship to the 
placement of war contracts, or percentage 
changes in nonagricultural employment. 

A close relationship is found, however, 
between the percentage increase in savings 
as above defined and the percentage in- 
crease in demand deposits. Chart 1 shows 
this relationship by use of a “scatter dia- 
gram.”* 

There may be some difference of opinion 
as to the lines of causation here, but it 
would appear that underlying economic 
factors have persistently kept funds flow- 
ing into certain regions during the war 
years. In these circumstances funds which 
move out of regions by reason of invest- 
ments by residents of these regions would 
tend to return. Such forces would account 
for both the higher rate of savings and the 
larger percentage increase in demand de- 
posits. 

Otherwise the relationship was closest 
between war savings and individual in- 
come-tax payments. Income payments 
would have been preferable, but these 
data are not yet available for 1944. Ac- 
cordingly, percentage increases in income- 
tax payments were employed as probably 
reflecting the percentage increase in in- 
come received. When both series are 
placed upon a per capita basis, the cor- 
relation coefficient r=.761+.041 is again 
high.” (See Chart 2.) Analysis of data for 
previous years shows less relationship be- 
tween income received and income taxes 
paid than might be expected. This may 
account for the rather considerable scatter 
about the fitted straight line. 

A partial identity of states which ap- 
pear above and below the dotted lines is 
to be.observed in the two diagrams. Gen- 
erally speaking, certain younger states in 
the West appear above the lines in each 
case and certain New England states are 
below it. The reason for the departure of 
these states from trend is not altogether 
clear from the data at hand. 


Freperick W. Jones 
Assisted by Anita R. Koreison 
Division of Business Statistics 


1The solid line running through the series of dots is 
the straight line of best fit (Y=.45018X+13.048), and 
the grill band represents the root mean square deviation 
from the straight line 


oy \i-*=14.012 
The degree of relationship is expressed by the formula 
r=.930+ .018. 


2Chart 2 is a scatter diagram of this material, with the solid 
line representing the line of best fit, (Y =1.9189X +-50.24) 
and the grill band the root mean square deviation therefrom 


oy |I-r?=24.721 


Notes on Reconversion 


Savings through Renegotiation 


Renegotiation of war contracts in the 
last three years has resulted in a saving 
to the government, through refunds, of 
more than $5.8 billion, according to an an- 
nouncement made by Colonel Maurice 
Hirsch, Chairman of the War Contracts 
Price Adjustment Board, on March 21. 
Contractors’ voluntary price reductions 
on future contracts and deliveries are es- 
timated by Col. Hirsch to exceed savings 
through cash refunds and application of 
lowered prices to existing contracts. 

Inaccuracy of cost estimates was re- 
garded as the major cause for renegotia- 
tion. Close pricing has been regarded as 
an effective factor and it has been the an- 
nounced policy of the government in let- 
ting contracts that ‘““a contractor whose 
pricing policy on renegotiable business re- 
sults in comparatively reasonable profit 
margins should receive more favorable 
consideration than a contractor whose 
pricing policy results in substantially ex- 
cessive profits.” 


February Surplus Disposals 


Surplus property sold in February 
amounted to $35 million, the highest total 
to date, according to preliminary figures 
released by the Surplus Property Board. 
Cash receipts were $16 million, or 46% 
of the cost or appraisal value of the prop- 
erty sold. Sales of $21 million were made 
through the Reconstruction Finance Cor- 
poration, and of $13 million through the 
Treasury Department. 

The total inventory in the hands of the 
six disposal agencies—the Treasury De- 
partment, Reconstruction Finance Corpo- 
ration, Maritime Commission, War Food 
Administration, National Housing Admin- 
istration, and the Foreign Economic Ad- 
ministration—increased $100 million in 
February to $1,299 million. Of this, $893 
million is represented by surplus aircraft 
and components. It was pointed out that 
most of the surplus planes are combat 
aircraft which will have little or no com- 
mercial use or value, 


Describing Surplus Property 


Minimum standards to be used by con- 
tractors and government owning agencies 
in describing inventories for sale are con- 
tained in the “Handbook of Standards for 
Describing Surplus Property,” thirteen 


sections of which have now been issued. 
The “Handbook,” in its entirety, will con- 
sist of twenty-two sections and is expected 
to be completed within six weeks. The 
standards have been designed to furnish 
sufficient information in commercial terms 
to permit surplus-property disposal agen- 
cies to arrange for resale without the need 
for additional items of description from 
owning agencies. 

Sections already issued deal with metals 
and metal products; lumber and wood 
products; crude, basic and finished textile, 
leather and fiber products; chemicals and 
related products; transportation equip- 
ment; machinery and equipment; paper, 
pulp and paperboard products and print- 
ing and publishing; petroleum and coal 
products; and crude rubber and rubber 
products. Still to be issued are sections 
dealing with plumbing, heating, air con- 
ditioning and lighting equipment; com- 
munications and related equipment; office 
equipment, photographic and_ optical 
goods and equipment; instrument and con- 
trol apparatus; armament and ordnance 
equipment and material; and miscellane- 
ous products and equipment. 


Antitrust Activities and Cartels 


Attorney General Biddle in his annual 
report to Congress for the fiscal year 
1944 gives particular attention to two 
problems: (1) the misuse of patent privi- 
leges by employing them as a means for 
carrying out international cartel agree- 
ments or for suppressing production or 
use of new materials; and (2) unequal 
freight rates in this country resulting from 
private agreements. 

While the Department of Justice says 
that it has not entirely uncovered the 
web of international cartels, the report 
emphasizes the significance to the postwar 
world of the antitrust cases dealing with 
the misuse of patents and the formation 
of international cartels, as well as the War 
Division’s investigation of cartel opera- 
tions. Attorney General Biddle indicated 
the division’s awareness “of the fact that 
many international agreements allocating 
world territories are merely in abeyance 
during the war, and that in numerous in- 
stances negotiations have already been 
carried on for their resumption.” These 
agreements may act to create domestic 
monopolies after the war in return for 
commitments from foreign companies to 
refrain from entering United States mar- 
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kets through international agreements al- 
locating world territories. The ultimate 
result of such agreements, the department 
fears, would be to raise domestic prices, 
and thus to curtail consumer purchasing 
power and eliminate competition. 

Reference is made in the report to the 
surplus property act of 1944 wherein the 
Attorney General is directed to advise dis- 
posal agencies of possible antitrust viola- 
tions in the disposal of patents, processes, 
techniques or inventions, irrespective of 
cost, and of about 1,200 plants costing the 
United States $1 million or more each. In 
order to restore competition, some of the 
larger units, it is believed, may have to 
be broken up for sale to more than one 
operator. Purchasers of these plants 
should have access to patents and pro- 
cesses as well as to free markets. 

Existing agreements covering freight 
rates, particularly in the southern and 
western parts of the country, are claimed 
by the Attorney General to violate the 
Sherman antitrust law, as well as the 
interstate commerce act, by attempting 
to deprive the Interstate Commerce Com- 
mission of jurisdiction to pass on lower 
rates. If these agreements are allowed to 
continue, war plants located in those re- 
gions may not be able to operate success- 
fully in the postwar era. 

Since the report was written, the United 
States Supreme Court has agreed te rule 
on a complaint brought by the Gov- 
ernor of Georgia in which it is charged 
that Southern rail rates are in violation of 
the federal antitrust laws and that they 
have prevented that region from develop- 
ing industrially. 

The temporary relaxation of antitrust 
law enforcement in the interests of war 
production will not be continued until 
the end of the war, according to Attorney 
General Biddle, but each investigation or 
suit will be resumed as soon as it appears 
that it will no longer interfere with war 
production. The statute of limitations has 
been temporarily suspended for such cases. 


Reasonableness of Executive 
Salaries 

Provision that executive salaries in ex- 
cess of $25,000 a year are unreasonable in 
connection with any Army Air Force cost- 
plus-a-fixed-fee contract or subcontract 
was held nonoperative by the War De- 
partment of Contract Appeals upon ex- 
amination of a contract negotiated with 
the Nash-Kelvinator Corporation. The 
decision of the board was based upon the 
failure of the contracting officer to inform 
the corporation of the AAF memoran- 
dum during negotiations of the contract 
which was dated July 28, 1942, and “by 


agreement, to embrace that interpreta- 
tion in the contract.” 

Limitation of executive salaries to a 
maximum of $25,000 in connection with 
Air Force contracts and subcontracts was 
put into effect under date of April 17, 
1942. The memorandum (No. 42-106, Ad- 
dendum No. 1, dated May 28, 1942) reads 
as follows: 

“1. Salaries will be limited to a maxi- 
mum of $25,000 per year for an executive 
or any other individual employee engaged 
in connection with any Air Force cost- 
plus-a-fixed-fee Contract or cost-plus-a- 
fixed-fee subcontract. This will be the 
maximum amount recognized under al- 
lowable items of cost, as outlined in T. D. 
5000.” 

The board also held it unnecessary to 
refer the case back to the contracting of- 
ficer as suggested by the trial attorney, 
since the officer had the same evidence 
as the Board had. Upon the basis of this 
evidence, the board disagreed with the 
findings of the contracting officer and 
concluded “that the salaries paid in the 
aggregate were, in fact, for services actu- 
ally rendered incident to, and necessary 
for, the performance of the contract, and 
were reasonable.” 


RFC Surplus Property 


Surplus property costing $152 million 
was sold for $102 million by the Recon- 
struction Finance Corporation through 
February 15, 1945. During this same pe- 
riod, the RFC acquired salable property 
having a reported cost of $606 million, 
and a nonsalable inventory of nonflyable 
planes, combat planes, etc. costing $640 
million. 

Salable aircraft made up one third of 
the $606 million inventory available for 
purchase, including 12,307 airplanes, 5,377 
trainer planes, and 972 gliders. Of this 
total, 2,995 airplanes, 5,363 trainer planes, 
and 184 gliders costing $32 million were 
sold for $11 million. 

Industrial plants and real estate costing 
$80 million, and machine tools costing $70 
million were the only other items acquired 
by the RFC in amounts exceeding a cost 
of $50 million. Of the former, industrial 
plants and real estate costing $28 million 
were disposed of for $27 million, and of 
the latter, machine tools costing $32 mil- 
lion were sold for $23 million. 


Canadian Reconversion 


Present plans point to a cutback of 
close to 20% in Canadian war production 
on V-E day, in contrast with the 35% 
cutback outlined by Minister of Recon- 
struction C. D. Howe on March 6. The 
larger figure was so much greater than 


that anticipated for either the United 
States or the United Kingdom that it ap- 
pears to have been modified so as to bring 
it into line with the United States and 
British percentages. However, it is also 
expected that as the supply situation as 
regards the Pacific war becomes clear, the 
cutback will be raised to 30%, and sub- 
sequently to the original 35% or 40%. 

To assist in reconversion, twelve re- 
gional councils are being set up, since the 
worst problems are expected to be of a 
regional rather than a national character. 
There will be a council for each province, 
except in Ontario, where there will be 
three (eastern, western and northern), 
and in Quebec, where there will be two. 
The council members and chairmen will 
serve without pay, assisted by paid sec- 
retaries. 


New Production Adjustment 
Program 


A program emphasizing the need for 
channeling war production to facilities re- 
leased through cutbacks until the end of 
the war in Europe was announced by the 
War Production Board on March 6. 

Under the new plan, “procurement serv- 
ices are required to notify manufacturing 
plants of work terminations at least seven 
days in advance of the cut-off date when 
the cutback involves more than $100,000 
a month in any one month of the following 
year.” Exceptions may be made only with 
the consent of the chairman of the Pro- 
duction Readjustment Committee. 

While each case must be considered on 
its individual merits, a six-point plan is 
presented: 


“1. Transfer workers to other war work 
within the plant. 

“2. Put ‘must program’ work in .the 
plant. 

“3. Put other war work in the plant. 

“a. This will not apply—in the case 
of communities where facilities such as 
housing are already overloaded—if it is 
necessary to bring the war work in from 
outside the community. But it will ap- 
ply, even in crowded communities, to 
the transfer of war work within the 
community. 

“b. If a plant has war production 
that will start in the next 60-90 days, 
consideration should be given to put- 
ting stand-by work in the plant. 

“4, Released workers to be directed to 
other ‘must’ work. 

“5. Released workers to be directed to 
other war work. 

“6. Nonmilitary production in order of 
urgency.” 


Division or Business Practices 


Selected List of Congressional Bills affecting Business 


Introduced in United States Senate 


Bill Number and Introducer 


Federal Incorporation 
S. 10—O’Mahoney 


Foreign Trade 
S. 11—O’ Mahoney 
H.R. 98—Voorhis 


Securities and Exchange Commission 
S. 62—Vandenberg 
H.R. 280—Randolph 


Small Business 
S. 105—Murray 
H.R. 52—Voorhis 
H.R. 175—Celler 


Banking 
S. 188—Thomas 


Surpluses 
S. 292—Bailey 
H.R. 1425—Bland 


Commodity Credit Corporation 
S. 298—Bankhead 
H.R. 2023—Spence 


Rural Electrification Administration 
S. 809—Shipstead, Wheeler 
and Aiken 
H.R. 2080—Case 
Aviati 
S. 8326—McCarran 


Insurance 
S.340—McCarran and Fer- 


guson 
H.R. 1973—Walter 


bor 
S. 364—O’Daniel 


S. 365—O’Daniel 


Reconstruction Finance Corporation 
S. 375—George 


Employment 
S. 380—Murray, Wagner, 
Thomas and O’Mahoney 


War Damages Corporation 
S. 446—Brooks 


Power 
S. 460—Mitchell 


Subsidy Payments 
$.502—McFarland, Murdock, 
Scrugham, Hayden, Mur- 
ray, Hatch, Thomas (Utah), 
Thomas (Idaho) and Johnson 
H.R, 2072—Harless 
H.R. 2077—Engle 


Banking 
S. 510—Wagner 


Brief Statement of Provisions 


Provides that corporations and trade associations engaged in commerce obtain a 
certificate of “statutory compliance” showing certain national standards set forth 
in bill have been fulfilled; defines qualifications of directors of concerns affected. 


Requires persons engaged in commerce to register copies or terms of foreign 
agreements with the Attorney General. 


Raises security issues exempted from the provisions of SEC act to $300,000 
instead of $100,000. 


Extends the life of the Smaller War Plants Corporation to December 31, 1946. 
(Other similar bills in House provide for varying expiration dates.) 


Provides that any bank, trust company, savings and loan association, or insur- 
ance company may carry any obligation of the United States on their books at par 
value, if less than par, for the purpose of any federal law or regulation. 


Permits the Maritime Commission to sell or charter any vessel of 2,000 gross 
tons, or more, constructed since January 1, 1941, if it is surplus. 


Increases the borrowing power of CCC to $4.5 million, and extends its life to 
June 30, 1947. (Other similar bills in House.) 


Reestablishes the REA as an independent government agency, separating it 
from Department of Agriculture. (Other similar bills in House.) 


Establishes the “All-American Flag Line, Incorporated” to provide air trans- 
portation, under United States flag, throughout the world, setting up two classes 
of stock and providing that subscribers to the voting stock may only be air carriers 
holding certificates issued by Civil Aeronautics Administration. 


Provides that insurance companies shall be exempt from federal antitrust laws 
for three years so that the various states can legislate their own antitrust laws. 


Provides that an employer may state his opinions and preferences concerning 
organizations seeking to represent his employees, provided that he shall use no 
threats. 


Provides that the National Labor Relations Board shall have no power to order 
reinstatement or payment of back wages where the employee has wilfully engaged 
in violence or unlawful destruction in connection with any labor dispute or in con- 
nection with efforts to organize employees, and further provides that the employer 
shall not be required to accept as a bargaining agency any person who has been 
so engaged. 


Continues the Federal Loan Agency, including RFC and its units, as an inde- 
pendent agency and transfers all powers and functions relating to it from the De- 
partment of Commerce. Also provides for the audit by the General Accounting 
Office of all financial transactions of all government corporations. (Other similar 
bills in House.) 


Establishes a national policy for assuring continuing full employment through 
the efforts of industry, agriculture, labor, and state, local and federal govern- 
ments. 


Provides that the WDC refund to policyholders, on a prorata or other basis 
within a reasonable time after hostilities end, the excess premiums collected. 
(Other similar bills in House.) 


Establishes the Columbia River Authority to provide water control, etc., similar 
to TVA. 


Continues subsidy payments on strategic metals, minerals, petroleum, and 
petroleum products by RFC. 


Provides that every Federal Reserve bank shall maintain reserves in gold cer- 
tificates of not less than 25% against its deposits and not less than 25% against 
its Federal Reserve notes in circulation. 
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Status as of March 22 


Pending before subcom- 
mittee of Judiciary Com- 
mittee. 


Pending before subcom- 
mittee of Judiciary Com- 
mittee. 


Pending in Committee on 
Banking and Currency. 


Committee on Banking 
and Currency filed report 
on February 12. 


Pending in Committee on 
Banking and Currency. 


House Committee on 
Commerce holding hearings. 


Approved by the Senate 
on February 5. House 
passed bill with amend- 
ments. To conference. 


Pending in Committee on 
Agriculture and Forestry. 
Secretary of Agriculture 
filed unfavorable report. 


Committee on Commerce 
holding hearings. 


Public Law No. 15, ap- 
proved March 12, 1945. 


Pending in Committee on 
Education and Labor. 


Pending in Committee on 
Education and Labor. 


Public Law No. 4, ap- 
proved February 24. 


Pending in Committee on 
Banking and Currency. 
Waiting for reports from 
various departments. 


Pending in Committee on 
Banking and Currency. 


Pending in Committee on 
Commerce. 


Approved by the Senate 
on March 15. Referred to 
House Committee on 
Claims March 16. 


Approved, with amend- 
ments, by Committee on 
Banking and Currency. 


SELECTED LIST OF CONGRESSIONAL BILLS AFFECTING BUSINESS 


Introduced in United States Senate—Continued 


ee en 


Bil] Number and Introducer 


International Banking 
Bretton Woods 
Agreement 
S. 540—Wagner and Tobey 
H.R. 2211—Spence 


Monetary 


Power 
S. 555—Murray 
H.R. 2203—Cochran 


Mergers 
S. 615—O’Mahoney 


Power 
S. 737—Russell and Maybank 


Housing 
S. 681—Radcliffe 


Brief Statement of Provisions 


ae eee eee eee eee 

Authorizes the President to accept membership for the United States in the 
International Monetary Fund and the International Bank for Reconstruction and 
Development; to appoint with the advice and consent of the Senate a governor 
of the Fund and an alternate, and a governor of the Bank and an alternate, each 
for five years; and to provide for other officers and directors. Authorizes the use 
of $1,800 million as part payment of our subscription to the Fund and authorizes 
the Secretary of the Treasury to pay the remainder of $950 million. 


Establishes the Missouri Valley Authority to provide water control, etc. 


Requires industries when absorbing or merging with others to establish with 
Federal Trade Commission that such actions would be consistent with public in- 
terest and not lessen business competition. 


Establishes the Savannah River Authority to provide water control, etc. 


Amends National Housing Act by permitting National Housing Agency to insure 
additional $100 million of mortgages and extends Federal Housing Administration 
authority to insure mortgages to July 1, 1946. 


Introduced in House of Representatives 


Status as of March 22 


Hearings being conducted 
in House Committee on 
Banking and Currency. 
Senate Committee to con- 
duct hearings after House. 


Pending in Commerce 
Committee. 


Pending in Judiciary 
Committee of both Houses. 


Pending in Commerce 
Committee. 


Approved by Senate. 
House approved bill with 
amendments. To confer- 
ence. 


Bill Number and Introducer 


Commerce 


H.R. 32—Hobbs 


Surpluses 
H.R. 45—Elliott 


Banking 
H.R. 53—Hays 
(and other bills) 


Surpluses 
H.R. 94—Voorhis 


Government Contracts 
H.R. 101—Voorhis 


Banking 
H.R. 142—Voorhis 


Small Business 
H.R. 146—Voorhis 


War Labor Disputes 
H.R. 180—Celler 
H.R. 1130—Lesinski 


Administrative Procedure 
H.R. 184—Celler 


Administrative Procedure 
H.R. 285—Randolph 


Wages 

H.R. 338—Smith 
Renegotiation 

H.R. 376—Case 
Taxation 


H.R. 381—Cravens 
(and similar bills) 


Federal Home Loan Bank Board 
H.R. 398—Dirksen 


Brief Statement of Provisions 


Permits the President to employ Armed Forces to prevent any obstruction against 
trade or commerce in time of war by violence, conspiracy, etc. and making such 
obstruction a felony. 


Provides that in disposing of surplus real estate acquired by the United States 
preference shall be given to the former owners or their successors in interest. Other 
similar bills give varying options. 


Provides for establishment of branches by national banking associations. 


Provides that, in disposing of surplus government-owned plants and facilities, 
the Justice Department may veto any sale which, in its opinion, would change the 
competitive situation in the industry to the disadvantage of small industries. 


Provides, if cost-plus-fixed-fee contract is unavoidable, that it shall contain the 
most accurate estimate of cost possible with a uniform clause, and defines penalties 
and rewards for delivering above or below that cost. 


Directs the Secretary of the Treasury to purchase the capital stock of the Federal 
Reserve banks, branches, and agencies, and to pay par value for the stock. 


Provides that any small business, believing it has been discriminated against in 
the letting of any government work, may file a written complaint with SWPC set- 
ting forth the grounds for its complaint and requesting a hearing. 


Repeals War Labor Disputes Act. 


Revises the administration of federal agencies by establishing an Office of Federal 
Administrative Procedure to assure adequate protection of private interests by 
establishing procedures to be followed by the federal agencies in exercising their 
administrative powers; provides for a director of the agency and agency tribunals 
who may issue declaratory rulings in disputes to remove an uncertainty. 


Provides that the Attorney General render written opinion as to the validity 
of provisions of executive orders, when issued, and provides for their publication 
in the Federal Register. 


Permits any employer to pay a minimum wage of 75 cents an hour, irrespective 
of any other rule or regulation. 


Extends the Renegotiation Act to December 31, 1945, or on Presidential author- 
ity, to June 30, 1946. 


Permits taxation of United States-owned real estate, with certain exemptions, 
by state, county, municipality, etc. in which it is located to the same extent as a 
private owner is taxed. 


Reestablishes the Federal Home Loan Bank Board as an independent agency 
and transfers to it from the National Housing Agency functions of the Federal 
Home Loan Bank Administration. 
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Status as of March 22 


Judiciary Committee filed 
its report on February 27 
and bill placed on union 
calendar. ; 


Pending in Committee on 
Public Buildings and 
Grounds. 


Pending in Committee on 
Banking and Currency. 


Pending in Judiciary 
Committee. 
Pending in Judiciary 
Committee. 


Pending in Committee on 
Banking and Currency. 


Pending in Committee on 
Banking and Currency. 


Pending in Military Af- 
fairs Committee. Awaiting 
report from War Depart- 
ment. 


Pending 


in Judiciary 
Committee. 


Pending in Judiciary 
Committee. 
Pending in Committee on 


Banking and Currency. 


Pending in Ways and 
Means Committee. 


Pending in Public Lands 
Committee. 


Pending in Committee on 
Banking and Currency. 


SELECTED LIST OF CONGRESSIONAL BILLS AFFECTING BUSINESS 


Introduced in House of Representatives—Continued 


Bill Number and Introducer 


Surpluses 
H.R. 416—Hagen 


Surpluses 
H.R. 419—Harless 


Labor 
H.R. 526—Norton 
Surpluses 
H.R. 538—Poage 
(and similar bills) 


Fair Employment Practices 
H.R. 666—Colmer 


Foreign Debts 

H.R. 690—Bloom 
Pricing 

H.R. 708—Dickstein 


Patents 
H.R. 718—Elston 


Banking 
H.R. 755—Pace 
Aviation 
H.R. 1125—King 
(and similar bills) 


Wages 
H.R. 1172—Holifield 


Surpluses 
H.R. 1185—Mott 


Patents 
H.R. 1190—O’Hara 


Patents 
H.R. 1191—O’Hara 


Wages 
H.R. 1194—Russell 


Labor 
H.R. 1337—Hoffman 
(and similar bills) 


Reconstruction Finance Corporation 
H.R. 1364—Bender 


Surpluses 
H.R. 1443—Mills 
(and similar bills) 


Alien Property 
H.R. 1530—Sumners 


Administrative Procedure 
H.R. 1531—Sumners 


Securities and Exchange Commission 
H.R. 1626—Reece 


Trade-Marks 
H.R. 1654—Lanham 


Surpluses 
H.R. 1691—Jenkins 


Manpower 

H.R. 1752—May 
Power 

H.R. 1824—Rankin 


Surpluses 
H.R. 1873—Wickersham 


Brief Statement of Provisions 


Provides a method for the exchange of surplus agricultural commodities for 
products of foreign countries through the establishment of rational compensatory 
import quotas and special tariff concessions. Creates the Surplus Exchange Board, 
to be appointed by the President with the consent of the Senate, as a government 
agency to carry out the provisions of the bill. 


Provides that no strategic or critical minerals or metals owned by any govern- 
mental agency shall be disposed of except for governmental use, by transfer to 
Metals Reserve Company, or by act of Congress; prohibits dumping after the war; 
and provides for stock piling of minerals for future emergency. 


Provides for equal pay for equal work without regard to the sex of the worker. 


Permits the Secretary of Agriculture to requisition, without payment, equip- 
ment and supplies for soil-conservation work when they are declared surplus. 


Prohibits discrimination against a veteran because of failure to become a mem- 
ber, or to maintain membership, in a labor organization. 


Repeals the Johnson Act of 1934 prohibiting financial transactions with nations 
in default on their obligations to United States. (Similar bill pending in Senate.) 
Extends Emergency Price Control Act of 1942 to business rents. 


Extends the life of patents for patentees unable to manufacture by reason of 
the war emergency. 


Increases the maximum deposit insurable by the Federal Deposit Insurance 
Corporation from $5,000 to $10,000. 


Provides federal aid for the development, construction, improvement, and 
repair of public airports in the United States. 


Raises the minimum wage rate to 65 cents an hour. 


Prohibits disposal of any naval combatant vessel, base, station, or establishment, 
unless disposition is first authorized by Congress. 


Extends the life of patents granted to persons serving in the Armed Forces dur- 
ing the present war. 


Provides for the assignment of patent rights if at time of invention the inventor 
was serving in the Armed Forces and the rights thereto became United States prop- 
erty on account of such service. 


Provides a standard work week of 48 hours during the present war. 


Protects employees engaged in war production from intimidation to force them 
to become, be, or remain a member of any labor organization, or to prevent them 
from engaging in or remaining in employment, or to interfere with that employment. 


Authorizes RFC to make loans to manufacturers to purchase material, meet 
payrolls, etc., during postwar period; and to purchase peacetime surplus products; 
increases loan authority of RFC $3 billion to carry out act. 


Prohibits loans by the RFC or the Export-Import Bank of Washington to finance 
production in any foreign country of any commodity of which an exportable sur- 
plus is produced in the United States. 


Establishes procedure to be followed by persons claiming any interest, right, or 
title in property vested in Alien Property Custodian. 


Provides for the safeguard of confidential business data obtained by WPB. 


Provides for the maintenance of established prices for securities during period 
of distribution to the public and for thirty days after the initial public offering. 


Repeals all present disconnected federal trade-mark laws, combines them in 
one law without substantial change, and provides that the bill will not be law until 
one year after its approval to give every person an opportunity to study and suggest 
amendments. 


Subjects all property of American origin exported since September 1, 1939, to 
all the provisions of Surplus Property Act of 1944. 


Provides adequate manpower for effective prosecution of war through a “work- 
or-fight” policy. 


Provides for the creation of nine valley authorities to be wholly owned govern- 
ment corporations similar to TVA. 


Provides for reconveyance to former owners of property acquired by United 
States for war purposes; grants a three-year option to reacquire. 
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Status as of March 22 


Pending in Committee on 
Ways and Means. 


Pending in Committee on 
Banking and Currency. 


Pending in Committee on 
Labor. 


To Agriculture Commit- 
tee on January 3. 


Pending in Military Af- 
fairs Committee. 


Pending in Foreign Af- 
fairs Committee. 


Pending in Committee on 
Banking and Currency. 


Pending in Committee on 
Patents. 


Pending in Committee on 
Banking and Currency. 


Pending in Committee on 
Interstate and Foreign 
Commerce. 


Pending in Committee on 
Banking and Currency. 


Pending in Naval Affairs 
Committee. 


Pending in Committee on 
Patents. 


Pending in Committee on 
Patents. 


Pending in Committee on 
Labor. 

Pending in Committee on 
Labor. 


Pending in Committee on 
Banking and Currency. 


Pending in Committee on 
Banking and Currency. 


Pending in Judiciary 
Committee. 

Passed House. 

Pending in Committee on 
Interstate and Foreign 
Commerce. 

Passed House. Pending 
in Senate, 


Pending in Committee on 
Expenditures in Executive 
Departments. 


Passed House. Rejected 
by Senate. 


Pending in Committee on 
Rivers and Harbors. 


Pending in Committee on 
Expenditures in Executive 
Departments. 
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SELECTED LIST OF CONGRESSIONAL BILLS AFFECTING BUSINESS 
Introduced in House of Representatives—Continued 


Bill Number and Introducer 


Lend-lease 
H.R. 20183—Bloom 


Government Contracts 
H.R. 2030—Wasielewski 


Patents 
H.R. 20483—Rowan 


Brief Statement of Provisions 


Extends Lend-lease Act to June 30, 1946. 


Provides for replacing cost-plus and other systems of contracting for public 
construction by a system of negotiable lump-sum contracts. 


Empowers President to extend life of patents for an additional term, not to exceed 
17 years, when the owner, due to the national emergency, will not, or has not, 


obtained a reasonable reward for the patent. 


Financing 
H.R. 2098—Voorhis 


Provides that in time of war the Secretary of the Treasury may issue currency 
notes equal to the excess of the appropriations for the Army and Navy over any 


net increases in revenue. 


Fair Employment Practices 
H.R. 2232—Norton 


Government Contracts 
H.R. 2284—Monasco 


Establishes FEPC to prohibit discrimination in employment because of race, 
creed, color, etc. Many similar bills have been introduced in the House and Senate. 


Eliminates subcontractors’ practice of paying fees, gratuities, etc. to employees 
of contractors in order to secure contracts. 


Status as of March 22 
Passed House. 


Pending in Judiciary 
Committee. 


Pending in Patents Com- 
mittee. 


Pending in Ways and 
Means Committee. 


All bills on FEPC referred 
to the Committees on La- 
bor; House Committee at 
an executive session ap- 
pointed a subcommittee of 
seven which reported favor- 
ably on bill H.R. 2232, and 
placed it on union calendar. 


Favorably reported to the 
House by the Committee 
on Expenditures in Execu- 
tive Departments. 


Debt Limit Increases United States debt limit to $300 billion. Passed House. 
H.R. 2404—Doughton 

Power Provides for an Ohio Valley Authority, to provide water control, etc., similar to Pending in Commerce 
H.R. 2540—Bender Tennessee Valley Authority. Committee. 

Cartels Prevents abuse of patent system by making illegal international cartel practices Pending in Patents Com- 
H.R. 2612—Bailey that impair domestic commerce and foreign trade. mittee. : 


Trends in 
Employment 


MPLOYMENT, including the Armed 
Forces, rose slightly in February, 
1945, to total about 62 million, according 
to preliminary estimates. Nonagricultural 
civilian employment approximated Janu- 
ary levels, while the number at work on 
farms registered the usual seasonal in- 
crease. : 
Manufacturing employment declined 
slightly for the second month, in both the 
durable and nondurable sectors. Increases 
reported in the iron and steel group and 
chemicals group were concentrated in 
plants producing munitions. Significant 
decreases in employment for the month 
occurred in the manufacture of transporta- 
tion equipment, food, and_ textile-mill 
products. 

Although employment in war plants has 
increased, WMC reports a need for 180,000 
workers in war plants behind schedule on 
some items most needed on the war fronts. 
Additional manpower is also needed in 
construction and transportation, for fur- 
thering the war effort. 

Besides war plant shortages, 900,000 
men will be needed for the Army and 


Navy in the first half of 1945. Secretary 
of War Patterson recently stated that the 
Army’s requirements were for additions to 
the infantry. Since this means young men, 
a large part of these must be taken from 
the 26-29 age group, previously deferred 
because of their skills. 

Estimates of the WMC hold that in 
the first half of 1945, 1.6 million will be 
needed for industry and the Armed Forces. 
Normal growth of the labor force will pro- 
vide 500,000, munitions cutbacks 200,000, 
and returning veterans 400,000. This 
would still leave a need for 500,000 work- 
ers, some of whom will have to come from 
less essential industries. 


UNEMPLOYMENT COMPENSATION 


Activity under the unemployment com- 
pensation program declined during 1944. 
Claims and benefits reached the lowest 
levels since the inception of the program. 

Initial claims in the second half of 1944 
were fully 20% less than they were in 
the first six months of the year and 6% 
lower than in the same period of 1943. 
The average number of beneficiaries in a 
week for the latter half of 1944 was 25% 
below the average for the earlier half. 

Five states—Pennsylvania, Michigan, 
Delaware, Tennessee and Nevada—re- 
ported increases in the number of initial 
claims in the second half of 1944 as com- 
pared with the first half of the year or 


the second half of 1943. The largest in- 
creases were registered between the last 
six months of 1944 and the same period 
in 1943. More than three times the num- 
ber of new claims were reported by Michi- 
gan in the later period than the earlier 
one. Connecticut had almost twice as 
many claims filed in the second half of 
1944 as in the latter part of 1943. 

More workers received unemployment 
compensation in 1944 than in 1943 in 
California, Connecticut, Michigan and 
Utah. Shifts in production in these states 
accounted for the increased number of 
beneficiaries. California and Utah, how- 
ever, reported fewer beneficiaries in the 
second half of 1944 compared with the 
earlier months of the year. 


STRIKES, TURNOVER RATES 


Fewer strikes were started in January, 
1945, than during any month since Sep- 
tember, 1943. The 240 new strikes repre- 
sented a drop of 14% from the month be- 
fore and of 27% from January, 1944. 

Approximately half as many workers 
were involved in new strikes in January, 
1945, as had been reported in December, 
1944. Man days lost through strikes were 
40% less than the previous month and 
almost 70% less than a year ago. 

The number of separations, per 100 em- 
ployees in manufacturing industries, de- 
clined to 5.5 in December, 1944. This is 
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Initial Claims Filed and Average 
Weekly Number of Unemployment 
Compensation Beneficiaries, Last Half 
of 1944 and 1943 
Source: Social Security Board 


Change 2nd Half ’44 
7 Gver and Hal 43 


State and 
Geographic Division 
Tnitial Bene- 
Claims ficiaries 
United States........ -6.3 -5.6 
New England......... +8.0 +20.8 
RANE ces Sn 14.5 -10.6 
New Hampshire....... 42.0 62.7 
Wermontieeadivaie sides -11.9 -16.5 
Massachusetts -0.1 +21.6 
Rhode Island.......... -14.9 -7.0 
Connecticut........... +98.0 | +226.4 
Middle Atlantic....... -17.4 -18.2 
NewEY ork.) ts srkuset : —25.8 el Tot 
New Jersey. .....,.... -3.6 -13.3 
Pennsylvania.......... +6.2 26.8 
East North Central...| +18.0 +14.0 
OUP eye eee ae aA -21.8 -30.8 
Indiana -17.6 49.7 
Mnoigsee eet. k oot esc -14.2 -15.9 
Michigan Pak oie ae +227.2 | +319.6 
ASCOUSINL cb s/- ocisse « -38 .6 -0.7 
West North Central —41.0 -35.0 
Minnesota............ -50.5 -53.1 
ec hee, «a -26.2| -29.9 
Missouri........-...... -38.1| -11.6 
North Dakota......... a a 
South Dakota......... a a 
Nebraska... .....5..1. 54.5 a 
Lol re -45.9 62.4 
South Atlantic........ -27.0 -38.1 
PVCURWATC: ... oo s.ccis oo oo +34. 4 +11.3 
Wrarvland 2222). sie - 28.2 -9.4 
District of Columbia...| -43.4 -35.3 
IVP RUBIA cts! 3 pen zisie cbs-a4 -58.3 62.7 
West Virginia......... -30.2| -47.6 
North Carolina +0.1 -27.4 
South Carolina........ 48.0 -57.0 
NGBOFEIAis « scitids dau. dau) my SORKO -56.5 
1 Git | a oe -5.5 -10.8 
East South Central -22.2 23.0 
Meentucky: Js: :/..'...). —25.0 -26.5 
ipennessee, 2). 6 +6.0 14.2 
MD AINA. Se. 2 Se 3 See 49.3 -33.4 
Mississippi............ —28.6 26.7 
West South Central 42.5 -39.6 
Arkansas -54.2 69.2 
Louisiana 47.5 -33.7 
Oklahoma 49.6 | 45.2 
MEK O85, dics sis ser. pes —26.2 -13.2 
Mountain............ -16.9} +16.8 
BROT ONS nis oe Sc .0 0,5 +43.4 +45.6 
RE oars Acree: a a 
ayvomings, 2200... .s's a a 
@olorado:.=:.., 2063 850. -61.5 -25.1 
New Mexico.......... a a 
(AGT i i +1.8 +55.0 
RCH See cree os 4+46.5 | +112.7 
evade se? 234). S922. +65.4 a 
Pcahiens. + Foss OAS +32.6 +69 .9 
Washington........... +8.6| +37.4 
Japa ae 2 eee -16.7 -3.0 
BPRILOPENASS,- on ccs ste +36.8 +73.3 
aData incomplete 


the lowest figure reported in almost three 
years. Accessions for the last month of 
1944 averaged 4.9 per 100 employees. 


Lain EIsensBerG 
Division of Business Statistics 


Taxing Speculative Gains 


“a EXCESS-PROFITS tax on the 
gains made from speculation in se- 
curities, homes and farms was proposed 
recently by Marriner S. Eccles, Chairman 
of the Board of the Federal Reserve Sys- 
tem.’ The tax was recommended by Mr. 
Eccles in advocating before the Senate 
Committee on Banking and Currency a 
bill to reduce the reserve requirements of 
Federal Reserve banks: 


THREAT OF INFLATION 


To combat the threat of inflation, three 
measures were proposed by Mr. Eccles: 
(1) a balanced budget immediately after 
the war and measures for full employ- 
ment; (2) continuation of price controls 
and material allocations; and (3) a tax 
on speculative gains. 

Farms have been selling at prices 60% 
higher than before the war, urban homes 
40% to 50% and stocks 80%, according 
to Mr. Eccles. Restriction of credit on 
these transactions could prevent prices 
from rising too steeply, but more than 
credit control is involved. The increase is 
also owing to large cash resources in the 
hands of individuals. Finally, profits real- 
ized from sales of securities, homes and 
farms are subject to a capital-gains tax of 
25%. Profits otherwise derived may be 
taxed as high as 90%. 


HOW THE TAX WOULD WORK 


Under the present capital-gains tax, 
speculative gains are defined as gains on 
assets held less than six months; gains on 
assets held for longer periods are termed 
investment gains. As thus defined, specu- 
lative gains are subject to prevailing in- 
come-tax rates, while investment gains are 
taxed at 25%. The length of the holding 
period is thus taken. as a measure of in- 
tent. An investor, however, might, on 
occasion, find it advisable to sell his 
securities before six months have elapsed, 
while a speculator might find it profitable 
to hold his securities for a longer period. 
It is for this reason that Congress has been 
reluctant to act on such a tax. 

No change in the present capital-gains 
tax was recommended. The proposed 
speculation tax would apply only to the 
sale of capital assets (as defined under 
present law) acquired during a stated 
period. This period would extend from 


14 similar proposal pet ines © Font nen by Mr. Eccles 
before the House Ways and Means Committee 


January 1, 1945, until two or three years 
after the end of hostilities. Assets ac- 
quired before January 1, 1945, would be 
subject only to the existing capital-gains 
tax. 

A 90% rate in lieu of the present 25% 
rate would be imposed on capital gains 
derived from the sale, within two years, 
of capital assets acquired during the speci- 
fied period; thereafter the rate would be 
diminished by 10%, or more, annually un- 
til it equaled the present rate. Capital 
losses incurred on transactions subject to 
the special rate would be deductible 
against profits. 

The tax, proposed primarily as an anti- 
inflation measure, would be discontinued 
when the need for it no longer exists. The 
more effective the tax, the less it would 
yield, but this is of little significance, Mr. 
Eccles holds, since revenue is not the ob- 
jective. 


REASONS FOR SPECIAL TAX 


Several reasons for this speculation tax 
were also advanced, other than its anti- 
inflationary aspects. No curb has been 
placed on the rising prices of homes, 
farms, securities and other capital assets. 
Prices of commodities, meanwhile, have 
been held in check by rationing, alloca- 
tions, and price and wage controls. Unless 
effective action is taken to prevent liquid 
assets from further expansion, control over 
wages and prices will become more and 
more difficult. 

“The most serious gap,” Mr. Eccles 
stated, “in the line of defense against in- 
flationary forces” is the capital-gains tax 
in our present tax system. The maximum 
rate on individual incomes is 91% and on 
excess profits 95%, but capital gains are 
still subject to prewar rates of 25%. This 
great difference in rates benefits taxpayers 
in the higher income brackets; the higher 
the- income, the greater the inducement 
to turn from fixed, interest-bearing obli- 
gations with little chance for capital gain 
to capital assets which, when sold on a 
rising market, would yield profits subject 
only to the 25% rate. 

The proposed tax, Mr. Eccles further 
argued, would discourage speculative 
transactions, whether based upon credit or 
cash, without interfering with normal, 
nonspeculative transactions. A nonspecu- 
lative investor was defined as one who in- 
vests for the purpose of obtaining current 
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income and for long-range appreciation 
of values. Should the investor be obliged 
to sell, even with the imposition of the 
wartime rate, he would not be affected 
since he had not purchased in anticipation 
of making a speculative profit. If credit 
restrictions were applied, they would not 
reach transactions made in cash and would 
hamper nonspeculative transactions. The 
tax, by discouraging speculation, would 
leave more surplus funds to be invested 
in war bonds. 

Returning war veterans, Mr. Eccles 
warned, will wish to purchase homes or 
farms or to get started in business with 
the help provided by the G.I. Bill of 
Rights. They will not be able to do this 
if the rise in prices continues unchecked. 


OUTLOOK 


The proposal could be only an informal 
recommendation, since the Senate cannot 
initiate tax legislation. It was widely re- 
garded as too severe for the effect it might 
have on freezing holdings and discourag- 
ing security purchases. An increase in the 
capital-gains tax at this time would hinder 
the speed of civilian activity and reem- 
ployment after the war. 

A number of inequities in the proposed 
tax have been pointed out.’ If a 90% rate 
were imposed on capital gains, individuals 
with higher incomes from dividends, rents, 
royalties, salaries and profits would be 
taxed only at the prevailing income-tax 
rates, which might be considerably lower 
than 90%. If capital gains were taxed 
at the same rate as income, however, then 
capital losses would have to be made de- 
ductible from income, a practice which 
the Treasury has been unwilling to accept. 
The proposal, it is finally maintained, 
“would not prevent advances in prices of 
real estate or of securities, but it would 
reduce to an incalculable extent sales of 
teal estate or securities.” 

The existing capital-gains tax has also 
been opposed as “a direct and unwise re- 
striction upon the private enterprise sys- 
tem. It is unsound from the standpoint 
of government in that it increases taxes 
when they are not needed and decreases 
them when they are required. It is unfair, 
as it cannot be carried on equitably for all 
affected.” 

The greatest harm from this tax, it is 
maintained, is that it acts to kill incentive 
and to prevent freedom of transfers neces- 
sary to keep investment portfolios in a 
sound condition. The Commerce and In- 
dustry Association of New York has in- 
dicated that “often markets exist for 
doubtful securities at a price where those 


1New York Times editorial, March 27, 1945. 
“Winning the War and the Peace,” Commerce and In- 
dustry Association of New York, Inc., 1944, p. 20. 


with venture capital believe that they have 
a future, particularly where they desire 
to obtain an interest that will give them 
an opportunity to make changes in the 


Stock Prices and Transactions 
Source: New York Stock Exchange 


ALL LISTED SHARES 
CINDEX NUMBERS, 
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(MILLIONS OF SHARES) 
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business procedure of a corporation that 
they believe will make it a profitable 
proposition. Reluctance to sell because 
of the capital-gains tax acts to prevent 
such transactions to the detriment of the 
seller and the would-be buyer . . . , when 
bankruptcy of companies that might be 
saved results.” 

It is also argued that the revenue the 
government receives from the capital- 
gains tax has been inconsequential. If the 
tax had not been in force, the many busi- 
ness ventures which were under consider- 
ation or dropped because of the tax would 
have been carried out. Income would 
have increased, and also income-tax re- 
turns. 

The monthly average of shares sold dur- 
ing the present war period ranged from 
10.5 million to 23.2 million as compared 
with the high of 93.7 million in 1929. 
(See accompanying chart.) During the 
Thirties the number of shares sold aver- 
aged from 21.8 million to 67.6 million 
monthly. The average price of all listed 
shares which reached a high of 149.7 
(December 31, 1924=100) in 1928 de- 
clined to a low of 34.5 in 1932. The index 
then rose irregularly to 53.5 in 1941, 47.5 
in 1942, and 68.0 in 1944. 

The Treasury Department favors a curb 
on speculation in capital assets and has 
been studying the problem with the Joint 
Committee on Internal Revenue Taxation. 
Not being overlooked, however, is the pos- 
sibility that such a tax on special assets 
would interfere with normal business 
transactions and with reconversion. Pro- 
posals under consideration now would 
lengthen the present six months’ holding 
period to eighteen months in the belief 
that it would do much to slow down 
transactions in capital assets; another sug- 

bid. 


gested method would increase margin re- 
quirements to 100%. Plans are expected 
to be laid before the chairmen of Congres- 
sional tax committees, even though the 
committees have agreed that there will 
be no further wartime tax legislation. 
Pressure for some kind of antispecula- 
tion action has also developed in the Office 
of Economic Stabilization. The American 
Farm Bureau Federation and the National 
Farmers Union have endorsed the princi- 
ples of the speculation tax, and the Ameri- 
can Federation of Labor has urged Con- 
gress to check rises in real-estate prices. 
Another proposal now being studied 
would require taxpayers to submit a state- 
ment of assets and liabilities together with 
tax returns. The Treasury believes that 
such statements would help the situation, 
but adoption of the idea seems unlikely 
because of the widespread opposition to it. 


Lucie B. Locxerts 
Division of Business Statistics 


Lanham Trade-Mark Bill 


A bill which seeks to codify into one 
law all the scattered trade-mark legislation 
that has been enacted in more than fifty 
years was passed by the House of Repre- 
sentatives on March 5. This bill (H.R. 
1654), which was unanimously reported 
to the House by its Committee on Pat- 
ents, is now pending with the Senate 
Committee on Patents, whose chairman 
hopes to report on it so that the Senate 
may vote on it within the next few 
months. 

The bill attempts to modernize the ar- 
chaic and obsolete provisions of the pres- 
ent trade-mark statutes so that they may 
be more readily understood and be in 
keeping with modern business conditions 
and practices. Only the actual filing of an 
application in a foreign country under the 
rules of the International Convention for 
the Protection of Industrial Property 
signed at Paris in 1883 and other inter- 
American and international conventions 
of which the United States was a party, 
or its application in commerce may be 
used to establish a date of invention in a 
foreign country. This provision of the bill 
would remedy a situation found by the 
United States Supreme Court to exist. 

No radical departures would be made 
in the present trade-mark laws, and all 
rights now vested in any person in regard 
to any trade-marks are fully protected. 
The provisions of this bill are to be effec- 
tive one year after its enactment, thus 
giving ample time for legislating any 
amendments that may be necessary. 
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On Projections of National Income’ 


Dr. Tucker’s Reply to Comments on his Article by 

S. Morris Livingston, Chief National Economics Unit, 

Bureau of Foreign and Domestic Commerce, United States 
Department of Commerce 


R. LIVINGSTON’S criticism of my 
study was based on several mis- 
apprehensions. For example, he stated 
that my estimates of productive capacity 
differed little from his, because he as- 
sumed that the first estimate given in my 
Table 2 was intended to represent pro- 
ductive capacity and that the estimates 
in my Table 10 were intended to represent 
my guess as to what will actually happen. 


Neither assumption is true. My Table 
2 was intended to show, first: that four 
generally used methods of projection, 
when applied to his figures for gross prod- 
uct, gave notably different results; second, 
that the method most nearly resembling 
the one he used gave the highest result; 
third, that in my opinion he had used a 
factor of increasing efficiency that was too 
high and was responsible for his getting 
results even higher than my highest; and 
fourth, in conjunction with Tables 3 to 
6, that projections derived from gross 
product by Mr. Livingston’s method are 
too high to be reconcilable with projec- 
tions derived from net income, income 
payments, disposable income, or consumer 
expenditures, thus illustrating the point 
made in my text that the Commerce De- 
partment’s estimates of gross product are 
not a reliable basis for the measurement 
or projection of national income. 


“ABSOLUTE” VS. “PRACTICAL” 


Neither Mr. Livingston’s estimate nor 
my highest can properly be called an es- 
timate of absolute productive capacity. 
They are both based on actual experience 
in 1929 and 1941, years of high employ- 
ment and presumably high efficiency, but 
not absolute in either respect. If by ca- 
pacity Mr. Livingston means only practi- 
cal capacity as demonstrated in 1929 and 
1941, then my final figures (in Table 10) 
represent my estimate of the same thing, 
based not on one method of projecting one 
concept of national productivity, but on 


Projections of National Income,” by Rufus S. Tucker, 
Economist, General Motors Corporation, appeared n 
The Business Record for December, 1944—January, 1945. 

Mr. Livingston’s comments were published under the 
title, “Postwar Income Potentials,” in ConrereNce Boarp 
Reports, Studies in Business Policy, No. 5, “Measuring and 
Projecting National Income,” March, 1945. 


an attempt to reconcile several methods 
of projection of several concepts. 

Mr. Livingston stated that the differ- 
ence between my projections of gross 
product and of net national income is less 
than 2%; that the two measures move to- 
gether. They do, if the figures for 1950 
are taken from my Table 10, but only be- 
cause I make them do so. The two figures 
did not move together from 1929 to 1941. 
Since I reject the past figures of gross na- 
tional product as a basis for forecasting, 
I constructed that table around my pro- 
jections of net income and income pay- 
ments and made the gross national prod- 
uct conform by adding what appeared to 
be a reasonable figure for depreciation and 
business taxes. My projections for net in- 
come and income payments imply an an- 
nual increase of around 1.2% per worker 
between 1940 and 1950. 


1940 LABOR FORCE 


I have explained in my “Comments” 
why I think the Census has overstated 
the tendency for the proportion of work- 
ing women to increase, and why I believe 
that the number in the “normal” peace- 
time prosperity labor force was overstated 
in 1940. Another pertinent fact may be 
cited: the number of persons between 
the ages of 15 and 65 increased by ‘9,593,- 
000 between 1930 and 1940, and is offi- 
cially expected to increase by only 6,772,- 
000 between 1940 and 1950, or 70.6% as 
much. Moreover the number of males is 
expected to increase less rapidly than the 
number of females, apart from war casu- 
alties. If the growth in the labor force 
1930-1940 was 5,895,000, as stated by the 
Census, its growth 1940-1950 should be 
about 4,130,000 if prewar relation to popu- 
lation of working age continues. But if the 
growth 1930-1940 in the normal peace- 
time prosperity labor force was under 5,- 
500,000, as I tried to prove in my “Com- 
ments,” the corresponding figure for 1940- 
1950 would be under 3,750,000. In my 
original article I accepted the Census fig- 
ure for 1940 and assumed a normal labor 
force of 57,105,000 for April 1, 1950—a 
figure that was based on my analysis of 


trends for each age and sex group. This 
gives an increase of 3,806,000 for the dec- 
ade. If the true normal labor force on 
April 1, 1940, was only 52,800,000, as I be- 
lieve, then my estimate of the increase to 
1950 is 4,300,000. Mr. Livingston has 
taken my text figure of 57.5 million, which 
was intended as an extreme limit rather 
than an exact estimate for the normal 
labor force on the Census date, and treat- 
ed it as an estimate of the annual average 
for 1950, comparing it with the annual 
average for 1940 to get the increase of 
only 3.0 million that he attributes to me. 
His error is one for which I must share 
the blame, as my reference to the 57.5 
million was not sufficiently explicit. 


PEACETIME PROSPERITY 


All of my calculations have assumed 
peacetime prosperity. I am convinced that 
the number of persons seeking jobs is less 
in prosperity than in depression since the 
need for jobs is less. We have the record 
of the female labor force in 1940-1942 
to support this belief; also the fact that 
in countries with low standards of living 
the proportion in the labor force is always 
high; and the further fact that the em- 
ployment of young persons and of the 
very aged has decline with the rising scale 
of living in the United States. Every 
Californian or Iowan knows of the large 
number of persons who retired in the 
Twenties and had to go looking for work 
in the Thirties. We are justified in as- 
suming that the less than 31/3 million 
emergency workers who might conceiv- 
ably have some option in the matter of 
continuing to work will opt in favor of 
retirement or domestic bliss if the nation 
is prosperous, except for the women whose 
husbands or potential husbands are lost 
in the war. That assumption is supported 
by a Gallup poll which indicated that half 
of all married women and a seventh of 
all single women in war jobs plan to stop 
working after the war. Such proportions 
would more than take care of the women 
in the abnormal labor force.* 

Mr. Livingston asserts that the chief 
reason for the difference between his esti- 
mates of postwar productivity and mine is 
that I have included relief workers in cal- 


10f course the estimates for 1945-1947 are obsolete now, 
because the German war has already lasted longer than 
was originally assumed; casualties wil bs eater, and the 
return of the abnormal force to their normal status has been 
postponed three months or more. But the estimates for 
1948-1950 do not need to be changed. 
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culating output per worker. It is true 
that I included relief workers in my cal- 
culation of annual rate of increase in gross 
product and income payments, but not in 
my calculation for net income or dispos- 
able income or consumer expenditures, the 
three concepts which I used as the base 
for my final summary. In my regression 
calculations I included relief workers for 
gross product, net income and disposable 
income, but not for income payments and 
in only one of four regressions for con- 
sumer expenditures. When I included re- 
lief workers in a regression it was always 
because I got a closer fit with them than 
without. I do not get any downward bias 
in my final summary on account of re- 
lief workers. 

The difference between Mr. Livingston’s 
projections of output per worker and mine 
is caused partly by his reliance on gross 
national product as a measure of produc- 
tivity, while I have based my projections 
mainly on net income, income payments, 
and consumer expenditures, and partly by 
my preference for regressions and trends. 
The rates and projections that I gave 
separately in Table 2 for gross national 
product and productivity per worker were 
purely mathematical calculations, which I 
rejected as a basis for forecasting because 
they could not be reconciled with other 
calculations that in my opinion were more 
reliable. My actual estimate of maximum 
gross product in 1948-1950 under the most 
optimistic assumptions was 122 billions 
of 1935-39 dollars, an increase of 49% 
over 1935-39. 

One of the principal points of my ar- 
ticle was that gross product is not as 
sound a basis for forecasting as net income 
or income payments or consumer expendi- 
tures. The errors in calculation are more 
likely to be serious, and the figure includes 
duplications which were especially serious 
in 1941 and more recent years. It is well 
known to statisticians that the outstand- 
ing experts in this field frankly admit 
that their calculations have a_ possible 
margin of error amounting to as much as 
15% or 20%. 


GEOMETRIC PROJECTION 


Moreover, the reduction of gross prod- 
uct to comparable dollars is much more 
difficult than the reduction of income pay- 
ments or consumer expenditures. In time 
of war, or preparation for war, no index 
or group of indexes can be relied upon to 
give reasonably reliable results for gross 
product, but there is a possibility of getting 
useful results from income payments and 
consumer expenditures. 


I also believe that the geometric pro- 
jection of output per worker is not justi- 
fied, both because of an apparent (and 
inevitable) tendency for that growth to 
slow up, and because the number of work- 
ers is not accurately known. For example, 
if the National Bureau’s estimate of the 
number employed in 1929 (44.9 million) 
is used instead of Livingston’s 46.7 million 
(including the Armed Forces), the rate of 
growth in gross national output per work- 
er from 1929 to 1941 is reduced from 
1.67% to 1.84% per year (using the Cen- 
sus estimate for civilian employment in 
1941, plus 1.7 million in the Armed 
Forces). Inaccuracies of this sort are not 


so important in calculating regressions, 
since to some extent they tend to offset 
one another; and the results depend on 
the data for many years, not merely for 
the two terminal ones. For these reasons 
my projections are based primarily on 
regressions and trends, although each fig- 
ure has been raised slightly to allow for 
some increase in productivity in addition 
to that implicit in the regressions and 
trends. 

My projection, like Mr. Livingston’s, is 
a target, not a prediction. I believe, how- 
ever, that my target is within the range of 
our economic batteries, while Mr. Living- 
ston’s is outside of that range. 


Mr. Livingston’s Rejoinder 


HE MAZE of statistics developed in 

the discussion between Dr. Tucker 
and myself can be summarized very 
briefly. 

For a number of reasons, which will not 
bear further repetition, Dr. Tucker pro- 
jects a smaller increase in working popu- 
lation from 1940 to 1950 than most other 
analysts. The estimate made by the Bu- 
reau of the Census of the “normal” in- 
crease, before allowance for any perma- 
nent effects of the war, is approximately 
2 million higher than his figure. 


FINDS ESTIMATES LOW 
Using his projection, and his estimate 
of a practical minimum of unemployment, 
the potential employment in 1950, includ- 
ing the Armed Forces, is 4.6 million or 
9% greater than in 1941. 


(Year average in millions) 


1940 1941 1950 
Labor'foree?......5 4-6 54.5 55.7 58.3 
Eniployed:.. Wnt. ces 47.1 50.7 55.3 
Unemployed.............. Te4e Bi0ige3 10 


In calculating the average increase in 
productivity from 1929 to 1941 he includes 
relief workers, thereby understating the 
growth in efficiency in nonrelief employ- 
ment. He also assumes that this growth 
in efficiency will be less in the future than 
in the past. 

Combining his projections, he concludes 
that, with only 3 million unemployed, the 
gross national product in 1950 would be 
184 billions of 1935-89 dollars. 

Increase in employment (from 50.7 million 


including Armed Forces in 1941 to 55.3 

million It 1980) ccsen wiciek detec ciehh 9% 
Increase in productivity from 1941 to 1950 

(this is less than 1% a year. The 1.39% 

a year quoted in his Table 2 would re- 

sult in 140 billions of gross product by 

1950, not:194), sac sites dgdt eset 8 


Increase in gross national product (from 
113.7 billions of 1935-39 dollars in 1941 
to 134 billions in 1950)............... 18 


This is 64% above the 1935-39 average 
before allowance for price changes. It 
compares with my range of 75%-85%. 
While I think he is unduly conservative, 
I agree that any such projection is neces- 
sarily a crude approximation. 

Given his assumptions as to the labor 
force and productivity per worker in 1950, 
it is evident that any smaller estimate of 
business volume in that year involves an 
assumption that there will be more than 
3 million unemployed. The varied methods 
which he used to arrive at these lower 
estimates matter little since they all im- 
ply that some of the productive capacity 
of the labor force, as he has calculated it, 
would be unused. 

Having arrived at a rough indication of 
the increase over the prewar volume of 
business commensurate with only 3 mil- 
lion unemployed in 1950, it matters little 
whether that volume is expressed in terms 
of the gross national product or the net 
national income. This can be illustrated 
by two figures, both taken from Dr, Tuck- 
er’s “optimistic estimate” in his Table 10. 
The difference between the two figures, 
relative to the prewar period, is less than 


2%. 


“Tucker's Optimistic 
Average | Estimate for 1950” 


Item Index 
Billions of 1935-389 | Numbers 
dollars “HF 4 


Gross national pro- 
122 149 


9 
Net national income...| 65.4 99 151 


Chronicle of Business 


February 

28 Lenp-Lese pact is signed with France 
for combat equipment now, civilian 
goods later; similar civilian goods 
agreement being negotiated with Rus- 
sia. President reveals signing bill 
separating FEDERAL LENDING AGENCIES 
from Department of Commerce. 


March 


1 Senate confirms WaLLAcE as Secretary 
of Commerce. Lewis demands royalty 
of 10 cents a ton on all sorr coAL 
mined. 


2 President signs $500 million rIvERs 
and HaArsors bill for postwar work. 
WPB to make semi-monthly report 
on available MANUFACTURING FACILI- 
Ties. Second-quarter allotment of 
steel for civilian stoves cut. WPB 
estimates 40% rise in production per 
man hour in war plants using WAGE- 
INCENTIVE plans. 


4 First report by a major electric utility 
on the BRowN-ouT indicates 2% drop 
in energy consumption; national an- 
nual saving of about 2.5 million, tons 
of coal indicated. ODT expects heavi- 
4 RAIL PASSENGER TRAFFIC after V-E 

ay. 


5 OPA plans drive to halt above-ceiling 
prices in retail roop; Bureau of Agri- 
cultural Economics reports retail food 
costs down in 1944 in first drop dur- 
ing war. Second-quarter civilian sup- 
plies of corron FABRIcs to be cut. 
RFC asks $1,498 million for supsipIEs 
in next fiscal year. 


6 Senate confirms Vinson as Frprrau 
Loan Apministrator. Rarroaps, 
already short 80,000 workers, face loss 
of 50,000 more to Armed Services. 
New war contracts to be channeled 


so far as possible to war plants cut 
back after V-E day. 


7 Wiu1am H. Davis, WLB chairman, 
succeeds Vinson as Director of Eco- 
nomic Stabilization. AAR puts em- 
bargo on LESS-THAN-CARLOAD FREIGHT 
to eastern half of the United States 
until March 12. Floods close mines, 
shipyards and industrial plants in 
Ohio Valley. Pentcmur for civilians 
sharply increased, beginning March 
15. Government asks slowdown in 
TIRE PRODUCTION until supplies of car- 
bon black and tire cord are adequate. 


8 Vinson reverses policy and authorizes 
“fringe” WAGE RISES, even if higher 
prices result. WPB tightens controls 
on use of tin. 


9 Further restrictions put on copper use. 


1l Effective date of LOW-END TEXTILE 


program postponed. Brazil orders 
8,600 TRUCK chassis and 1,400 Diesel 
BUSES; shipments to start soon. Gov- 
erment plans 31% rise in SYNTHETIC 
RUBBER output in 1945. OPA cuts 
SUGAR, FATS and o1zs for industrial 
users, effective April 1. Byrnes estab- 
lishes committee to limit Exports to 
protect home needs. 


12 Household consumers to get 80% of 


normal coau supply in fuel year start- 
ing April 1. 


13 Second-quarter allotment of sreen for 


cans cut substantially. Bowles pro- 
poses ceilings on MovIE admissions, 
other amusements, barber shops and 
beauty parlors. 


14 Farm EMPLOYMENT reported at record 


low seasonal level. 


15 Learner for civilian shoes in first half 


of 1945 cut severely. ICC puts heavy 
demurrage charge on box cars to 
speed FREIGHT, effective April 1. WPB 
further restricts use of natural RUBBER 
in truck tubes and CARBON BLACK in 
rubber products. 


18 Meat for civilians reduced 12% in sec- 


ond quarter; shortage borders on fam- 
ine, reports American Meat Institute. 
WPB cancels authorizations for pur- 
chase of STEEL and COPPER granted 
to spot manufacturers for April, May 
and June. Attorney General Biddle 
outlines postwar ANTITRUST policy to 
reduce wartime concentration of busi- 
ness. April PASSENGER-CAR TIRE quota 
cut 37144% from March. 


19 OPA freezes markups in CLOTHING, 


TEXTILES, FURNITURE and HOUSE FUR- 
NISHINGS retail prices at present level. 
Congress votes investigation of roop 
shortage. Heatine om supply. to be 
cut by need for high-octane gasoline, 
warns PIWC. Krug asks military to 
scale down demands to protect cIviL- 
IAN ECONOMY. Time limits announced 
on LEND-LEASE commitments. 


20 President directs OWMR advisory 


board to study GUARANTEED ANNUAL 
wace. WPB expects RUBBER problems 
to ease by midyear, except for natural 
rubber supply. Sree, scrap stocks 
dangerously low. 


21 FCC favors unified international com- 


MUNICATIONS system, but opposes 
Navy plan. Bowles urges curb on 
REAL ESTATE and STOCK PRICES. 


22 OPA raises BEEF slaughterers’ subsi- 


dies. ODT reveals RaAmROAD EQUIP- 
MENT allotments in past three years 
far below minimum needs. WPB has 
accepted 350 orders for civilian light 
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AIRCRAFT to be filled when facilities 
are available. Army stock-piling MILI- 
TARY MATERIALS to offset expected 
exodus of workers from war plants 


after V-E day. 


23 WPB says further expansion of war 


PRODUCTION depends on immediate 
rise in raw material output. OCS sets 
rules on appeals from CONTRACT TER- 
MINATIONS. 


25 RFC operates pool where government 


agencies trade MACHINE TOOLS. Treas- 
ury allows Americans to collect debts 
from FROZEN FUNDS of eight liberated 
countries. Government seeks higher 
CONTAINER output. 


26 President asks authority to reduce 


TARIFF rates 50%. Supreme Court 
agrees to hear Georgia FREIGHT RATE 
case. Ickes asks SOFT COAL miners and 
operators to extend contracts to May 
1. RFC reveals rapid stock piling of 
all but four STRATEGIC MATERIALS on 
schedule. NLRB reverses policy and 
recognizes foremen’s groups as COL- 
LECTIVE BARGAINING units. Bank 
CREDIT groups to exceed $600 million 
are set up to help small business. 


27 Navy reduces WARSHIP BUILDING pro- 


gram, announced March 6, from 84 
ships of all kinds to 12 escort car- 
riers, as Pacific losses are lower than 
expected. Industrial coau supplies 
to be severely cut in next fuel year 
if war activities continue at present 
rate. SPoT AUTHORIZATION output of 
civilian goods in fourth quarter of 
1944 only 30% of amount authorized; 
WPB recommends this plan as major 
reconversion device after V-E day. 
Second-quarter steEL for MRO needs 
cut to 80% of amount used a year 
earlier. 


28 Army and Navy plan substantial cut- 


backs in WOOLEN and RAYON procure- 
ment and slight reduction in corron 
textiles after V-E day. Government 
contemplates 6,300 postwar AIRPORTS. 
War Department announces mission 
of TEXTILE and APPAREL experts to 
aid output in French and Belgian 
mills for American Army in Europe. 
Rye shortage threatens. Forrestal in- 
dicates cutbacks in WARSHIP BUILDING 
may be less than previously an- 
nounced. 


29 WPB says increased FARM MACHIN- 


ERY output depends on cut in Army 
STEEL requirements. SURPLUS PLANTS 
disposal division is established. Ap- 
peals Court rules invalid wholesale 
price ceilings for slaughterers who 
produce only fresh BeEF. NEWSPRINT 
ceiling raised to offset below-normal 
earnings in the industry. 


Selected Business Indicators 


Percentage Change 


1945 1944 
ak a | a ee January, February, | Ist 2 Months, 
December November Februar; feel ; Februat a iste Mouths 
Nebrabre 7 oar 3 ih 1945" 1945 1945 
Industrial Production 
Total! (FRB) (Ss) ee 1935-39=100 ||» 235 234 232 232 244 +0.4 -3.7 5171 
Manufacturing (FRB) (S)........ 1935-39=100 |p 252 251 249 248 262 +0.4 -3.8 4.0 
Durable goods (FRB) (S)....... 1935-39 = 100 346 |r 344 343 341 367 +0.6 -5.7 6.2 
Steel: .:...,.cuaonsonesaten sees 000 net tons 6,658 |r 7,204 7,361 7,274 7,188 =7 6 -7.4 6.2 
RIG JEON niente craltce a ciaye avoir 000 net tons 4,563 4,945 4,999 4,904 5,083 7.7 -10.2 -8.2 
Copper (refined).............. net tons 69,950 67,726 82,649 87,145 87,128 +3.3 -19.7 —23.5 
Lead (refined): cttautencs ee net tons 46,616 49,099 46,052 42,842 48,302 -6,1 3.5 -2.4 
Zinc) (slab) :c:emetevens oe oe: net tons 64,723 70,492 70,035 67,432 79,893 -8.2 -19.0 -17.5 
aim bers aac, «oc, epost million bd. ft. n.d. 2,133 2,072 2,365 2,1884 +2.9b -2.5¢ eae 
Machine tools!...............- 000 dollars p 36,018 |r 37,353 36,784 36,277 50,127 -3.6 —28.1 -31.1 
Machinery (FRB)............ 1935-39=100 |ip 434 | 7 430 431 422 458 +0.9 5.2 -6.0 
Transportation equip.(FRB)...|| 1935-39=100 ||p 701 |r 705 708 698 746 -0.6 -6.0 -6.3 
Nondurable goods (FRB) (S)...}/ 1935-839 =100 175 | PeLTS: 173 173 177 0 -1.1 -0.8 
Cottont Siac tes coments ale bales 781,559 849,945 760,740 836,541 811,062 -8.0 -3.6 +0.1 
Woolton is cc cean serene million pounds; n.d. n.d. 49.6 54.4 51.8a Pn Seo es 
Rayon yarn?. (secs eidie ach ook million pounds 45.7 |r 47.8 49.0 48.3 43.3 4.4 +5.5 +10.3 
Food prod., mfd. (FRB) (S).. .|| 1985-39 = 100 156 |r 156 154 154 158 0 =1:8 0 
Chemicals (FRB) (S)........ 1935-39 = 100 318 |r 316 312 307 359 +0.6 -11.4 -12.3 
Newsprint, North American. . .|| short tons 323,862 351,737 328,022 $46,899 $15,443 -7.9 +2.7 +5.7 
Paper... sceeaence dere. % of capacity 89.4 86.7 82.4 90.6 88.5 +3.1 +1.0 -0.6 
Paperboard, seer cievcitane oleic + % of capacity 95 91 85 95 96 +4.4 -1.0 0 
Boots and shoes...........+0 thous. of pairs |! ¢ 38,000 | p 39,800 35,758 39,508 38,047 4.5 0 +3.4 
Cigarettes (small)*............ millions 16,673 20,077 17,826 20,554 17,425 -17.0 4.3 a3! 
Mining (FRB)i(S)accece en. «ere 1935-39 = 100 142 140 137 143 142 +1.4 0 +0.4 
Bituminous coal.............. 000 net tons || p 46,900 52,200 44,735 50,215 52,817 -10.2 -11.2 TSE: 
Anthracite. 2..).ccmm eens tens 000 net tons |p 4,418 |7 4,195 4,570 5,088 5,879 +5.3 24.9 21.0 
Crude petroleum®............. 000 barrels e 4,765 |e 4,730 4,687 4,747 4,445 +0.7 +7.2 +7.6 
Electric power!.............0220000+: million kwh 4,489 4,554 4,492 4,416 4,499 -1.4 0.2 +0.1 
Construction®..................---|] 000 dollars 146,957 140,949 188,481 164,850 137,246 +4.3 +7.1 -2.9 
Heavy engineering—Public®........ 000 dollars 20,236 13,958 19,464 19,074 22,251 +45.0 -9.1 -38 .2 
Heavy engineering—Private®....... 000 dollars 7,144 8,091 3,851 6,874 7,219 -11.7 -1.0 414.5 
Munitions Production.......... 1943 =100 na. |p 108 \r 105 |r 106 1124 -1.9b -8.0¢ shoe 
War Costsiiet..cosecc tot eae cee million dollars 6,948 7,551 7,503 7,401 7,518 -8.0 -7.6 LN 
Distribution and Trade 
Carloadings, total*...............- thousand cars 168.2 751.6 737.5 832.7 787.8 +2.2 2.5 =a! 
Carloadings, miscellaneous'......... thousand cars 377.8 367.6 365.7 395.1 367.1 +2.8 +2.9 +2.0 
Retail trade (NICB) (S)........... 1935-39 = 100 n.a 187.7 181.8 189.6 173 .0a +3 .2b +8.5¢ Dae 
Department store sales (S)......... 1935-39 =100 || p 211 200 193 210 175 +5.5 +20.6 +17.4 
Variety store sales (S)............. 1935-39 = 100 n.a 171.2 157.8 169.6 163.54 +8.56 +4.7c vite 
Rural retail trade (S).............. 1929-31 = 100 n.a 240.8 153.5 219.0 182 .2a +56 .9b +432 .2¢ oa 
Grocery chain store sales (S)’........ 1935-39 = 100 n.a 180.7 183.6 179.4 175.1a -1.65 +3 .2c bess 
Magazine advertising linage........ thous. of lines 3,916 8,572 8,212 3,772 8,354 +9.6 +16.8 +16.2 
Commodity Prices 
All commodities (BLS)............ 1926 =100 p 105.2 | p 104.9 104.7 104.4 103.6 +0.3 +1.5 41.5 
Raw materials....... agian dota ag 1926 =100 115.6 115.1 114.6 113.8 112.8 +0.4 +2.5 +2.5 
Semimanyfactured articles........ 1926 =100 95.0 94.9 94.8 94.8 93.4 +0.1 +1.7 +1.8 
Manufactured products.......... 1926 = 100 p 101.5 | p 101.3 101.1 101.1 100.4 +0.2 +1.1 +1.1 
Farm products...........00.000- 1926=100 127.0 126.2 125.5 124.4 122.5 +0.6 43.7 +3.6 
Hissin 08, ity cles che 1926=100 104.7 104.7 105.5 105.1 104.5 0 +0.2 0 
Sensitive industrial (NICB)‘........ 1929 = 100 96.5 96.5 96.4 94.8 95.9 0 +0.6 +0.6 
Sensitive farm (NICB)‘............ 1929 = 100 124 6 124.4 123.4 123.2 120.8 +0.2 43.1 +3.4 
Retail prices (NICB).............- 1926 =100 p 100.7 101.2 101.2 100.5 99.1 -0.5 +1.6 +1.5 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-89 = 100 113.0 108.4 104.7 102.7 94.4 +4.2 +19.7 +17.1 
Industrials. 4.scesdsmee ewe: 1935-39 = 100 115.2 110.4 106.4 104.6 95.8 +4.3 +20.3 +17.4 
Railroads iss. 5c sen m dance 1935-39 = 100 125.3 120.7 113.9 104.9 96.1 +3.8 +30.4 +31.5 
Utilities s0:. shan ee ee 1935-39 = 100 96.8 93.8 92.4 92.1 86.9 +3.2 | 411.4 +9.8 
Total no. shares traded N.Y. Stock Ex.|| thousands 41,887 50,813 38,203 22,1382 22,248 -17.6 +88.3 +99.4 
Corporate bond yields (Moody’s). . .|| per cent 2.93 2.97 2.98 3.02 3.10 -1.3 5.5 -5.0 
Financial Indicators 
Bank debits, outside New York City.|} million dollars |} 34,730 40,292 45,490 40,312 36,469 -13.8 4.8 +0.8 
New capital corporate issues........ 000 dollars 26,925 42,741 18,681 22,816 62,616 -37.0 -57.0 -30.6 
Refunding issues................+- 000 dollars 161,332 272,280 114,104 $35,894 96,146 40.7 +67.8 +98.2 
Comm., industrial and agric. loans’. .|| million dollars 6,320 6,399 6,454 6,287 6,412 -1.2 -1.4 -0.4 
National income payments. ........|| million dollars na. | p 13,820 |r 14,405 13,253 12,541a —7.5b +6 .2¢ anne 
Money in circulation, end of month.|} million dollars |] p 25,750 | r 25,290 25,307 25,019 20,824 +1.8 +23.7 +23.4 
SAdjusted for seasonal variation 1Shipments i i i -paid wi 3 i 4Av SR. W. 
Wiglasstag News-Record—average weekly vt 7Grocery Pete fear bey See Ba fem ind en laa Si rene tal Rnd 1944 tee aes gph itn 


change, January, 1944, to January, 1945 eEstimated n.a.Not available 
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On the Business Front 


ECOND-QUARTER production 

opened under conditions that “make 

it harder and harder to maintain the war- 

supporting economy.” Civilian supplies 

have been cut still further in steel* and 

other metals, paper, leather, tires, meat, 
and other essentials. 

Conditions are critical because they af- 
fect such diverse war-supporting items as 
steel products for railroads, and work 
gloves. Even stovepipe has been men- 
tioned. Increasing stringencies in prac- 
tically all classes of goods indicate 
that everything is wearing out, from 
clothing to capital goods. The economy is 
being ground between the urgency of mili- 
tary requirements, accentuated beyond 
winter plans since December, and the ef- 
fective ceiling on total production. 


FRB INDEX UP 


The Federal Reserve index of industrial 
production rose from 234 in January 
(1935-39=100) to 235 in February. In 
the final three months of 1944 it was 232. 
(See Chart 1.) Munitions production in 
February was $4,736 million, a drop of 
on a daily basis. Severe weather, as well 
as strikes and a shortage of manpower, 
held down the total. The latter two con- 
ditions have continued as handicaps since 
February, and much now will depend on 
the coal situation. Absenteeism among 
miners in the first few days of April 
threatened to cut steel operations. 

The index of munitions production was 
103 in January (1943=100), a level 2 
points below December and the lowest in 
about a year and a half. The peak of 117 
was reached in November, 1943. These 
figures exclude war construction, which 
continues to decline. Schedules call for a 
slight munitions recovery in the first half 
of this year, with a top of 110. 


RECORD NEW ORDERS 


Manufacturers’ shipments of all goods 
in January were 3.2% smaller than in 
December, but 6% higher than a year 
earlier. New orders in the month at- 
tained a new high record, while inventor- 
ies retained a conservative trend. These 
conditions are discussed on page 131. 

Manpower conditions are the primary 
factor in keeping production and _ ship- 
ments from expanding, but the exhaustion 


1H. G. Batcheller, WPB chief of operations, 3 
Part of second-quarter steel requirements for freight 
cars was subsequently restored, owing to urgency. 


Table 1: Machine Tool Orders and 
Shipments 
Source: War Production Board 


Thousands of Dollars 


ian to military cloth. The further pro- 
cess of shifting about from one military 
model to another aggravates the situation 
and may become extensive as the main 


: Unfilled theater of war is transferred from Europe 
ee so rl ec ey Orders End to the Orient. 
1944 

January........ 56,363 | 26,457 | 181,538 METAL SUPPLIES STRAINED 
February.......| 50,127 | 33,419 | 164,536 Steel ingot production lagged behind the 
Total, 12 months} 497,453 | 550,089 tonnage of a year ago in the first two 
1945 . months of this year. March operations 
Februcry..2 | se2ot8 | ss.024 | 303.485 improved, but output in the first quarter 
Watigited. is estimated to have been nearly 4% less 
than in the similar 1944 period. Domestic 
of inventories of almost every type of output of other metals is also falling be- 


hind 1944 figures. Record-breaking de- 
liveries of copper and zinc are increasingly 
dependent on stocks and imports. Ingot 


goods and the shifting nature of require- 
ments are also important factors. A steel 
mill can turn out fewer tons of shell bil- 


Table 2: Brass Mill Production! 


Source: War Production Board 
Millions of Pounds 
Alloyed Products 
Unalloyed All 
Year lates, Rods and Products Products 
Total Sheets and Wire Tubing 
trips 

Oe ee er 2,180.5 1,568.1 457 . 4 155.0 222.4 2,402.9 
Ys eee en Oe Tee ere 5,226 .2 3,994.8 943.9 287.5 383.8 5,610.0 
VR ee tart oe uae tanec 4,618.2. 3,272.9 1,018.5 | 326.7 395.0 5,013 .2 


1Does not include cast products, or electric wire which took 486,500 tons of copper in 1944. 
aTotal, last six months. 


Table 3: Magnesium Fabricated Product Shipments 
War Production Board 


Source: 


Thousands of Pounds 


Wrought Products 


Castings 


Year Total 
Total and eee Total | Forgings | Extrue |. ge 
1942. 34,960 | 32,292 | 1,364] 1,304] 1,337 42 416 879 || 36,297 
1943. 65,967 | 59,123 | 3,978 | 2,866 || 2,936 227 | 1,029] 1,680 || 68,903 
1944....... 83,979 | 75,221 | 6,396 | 2,362 ||_ 11,897 391 | 9,198 | 2,308 || 95,876 


1Excludes incendiary bomb casings. *Excludes sticks, forging stock and rolling slabs. 


Table 4: Aluminum Fabricated Product Shipments! 
Source: War Production Board 
Millions of Pounds 


Shapes, | Ingot, 


Year ‘ire, Strip, {Rolled and} Castings | Forgings | Tubing Rivets Powder, Total 
Cable | Plate, Boil Extruded Paste 
Bh ee 98.3 540.4 84.7 | 324.1 123.3 32.1 17.0 179.0 | 1,398.9 
DAS Sc.dos = 146.4 841.0 130.9 460.5 262.9 44.7 28.4 255.8 | 2,170.6 
1944....... 127.5 897.8 143.3 514.9 269.7 46.4 24.3 464.6 | 2,488.8 


1Excluded from table are ingot and semifabricated products that are shipped to other domestic Lem for completion, 
such as rod and bar for forgings, extruded blooms for tubing; but the end products, such as forgings and tubing, are included. 
Products made for export are included. 

aluminum production, after a year of 
curtailment, is again being expanded to 
support heavy demand for sheets and 


lets than of rails on the same rolling mill. 
Similarly, yardage is reduced when a cot- 
ton mill shifts from various kinds of civil- 
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Chart 1: Electric Power and Industrial Table 5: Federal Financial Statistics 
Production Source: Treasury Department 
Sources: Edison Electric Institute; Federal Reserve Millions of Dollars 
Index Numbers, 1929 =100; Seasonally Adjusted 
T 1945 1944 First 8 Months of 
ELECTRIC Item inna aha! 
February January | December | November | February 1945 1944 
Expenditures....... 7,230 8,062 8,465 7,598 8,142 63,279 62,359 . 
Net RFC war loans. . 4 68 a 155 217 523 1,996 
War costs........... 6,948 7,551 7,503 7,401 7,518 | 58,651 | 56,521 
INDUSTRIAL Other expenditures. . 278 443 962 42 407 4,105 3,842 
PRODUCTION Revenues........... 3,610 3,421 5,321 2,112 2,494 26,417 24,997 
Dofieitsc. «cash ts 25 3,620 4,641 3,145 5,486 5,648 36,862 37,362 
Working balance. ..... 16,551 18,843 21,473 9,040 18,392 5 ae 
Debt (total), -......... 234,851 | 233,938 | 232,144 | 216,537 | 187,339 
War savings bonds 
Salesiig ec satet aos seat 848 1,074 2,386 1,023 2,781 9,446 11,457 
Redemptions........ 317 333 359 376 178 2,549 1,286 
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other products. Brass and copper mills are 
under stress to meet requirements, and ad- 
ditions to capacity again are under way. 


Chart 2: Shoe Production and Leather 
Tanning 
Source: Federal Reserve 
Index Numbers, 1935-39 = 100 
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Shipbuilding is the only major class of 
munitions in which a pronounced decline 
is scheduled for the current half-year, 


Chart 4: Production and Shipments of 
Portland Cement 
Sources: Bureau of Mines; Department of the Interior 
Millions of Barrels 
20 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


aLess than $500,000. 


with the midyear level expected about to 
match that of late 1942. This is impor- 
tant to the copper and brass industry, 
and particularly to the steel industry, 
as it permits rolling mills to switch from 
plates to sheets. Sheets are now in espe- 
cially heavy demand. Other transfers and 
crowding of facilities are, of course, also 
involved. Sharp increases scheduled in 
ammunition and in communication and 
electronic equipment are strong influences 
on steel, copper and brass activity. Out- 
put of aircraft is scheduled to rise, guns 
and fire control to decline. 

Accelerated success on the Western 
front gives rise to questions on details of 
schedules for the second quarter. All of- 
ficial indications point to less precipitate 
cutbacks than had been expected when 
\V-E day appeared to be approaching late 
in 1944. Further good news from the 
German fronts combined with the shifting 
of industry to types of products needed 
in the Orient may have a profound in- 
fluence on the labor front, since workers 


may be less inclined to maximum effort, 
while manpower needs may move from 
one locality to another. 


INCOME, RETAIL SALES RISING 


Industrial production has been unusu- 
ally steady on a level a little under that 
of a year ago. Meanwhile, income pay- 
ments have continued to rise, the January 
adjusted index being 6% over that of a 
year earlier. Retail trade through the 
same period rose nearly twice as rapidly. 
Department store sales in February gain- 
ed more than 17% as compared with 1944, 
and in March retail activity continued in 
strong trend. Inventories of many whole- 
salers are reported to be dwindling because 
of recent limitations placed on civilian 
products. 

February expenditures for war as well 
as for other purposes were smaller than a 
year ago, with the result that total ex- 
penditures by the government in the first 
eight months of the fiscal year ending 
June 30, 1945, were only 1.5% larger than 


Chart 3: Weekly Prices of Railroad, Utility and Industrial Stocks 
Source: Standard and Poor’s Corporation 
Index Numbers, 1935-39 = 100 
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in the similar 1944 period. Revenues, on 
the other hand, continue to improve, so 
that the eight-month deficit is slightly 
smaller than a year ago. War savings 
bonds sales are lagging well below year- 
earlier figures. Redemptions, in contrast, 
have nearly doubled. (See Table 5.) War 
expenditures in March set a new monthly 
high mark. 


RECONVERSION TO FORE 


Reconversion again became an active 
topic of discussion in Washington, and the 
country was assured that plans were be- 
ing made. Official spokesmen’ now hold 
that it might take a year after V-E day 


ames F. Byrnes estimated that Army requirements 
wha be reduced 15% to 20% in the first quarter after 
ay. 


to bring about a decline of 35% in muni- 
tions output—and that victory in Europe 
might not be a definite day like Novem- 
ber 11, 1918. Stock-market prices have 
reflected the problems of reconversion, 
though other considerations also entered 
into the March reaction from high levels. 
Rails have shown greater strength than 
industrials, although railroad earnings 
have been slipping. (See page 135.) Indus- 
trial companies can do little as yet about 
actual reconversion, but some large con- 
cerns are reported to be planning layouts 
in order to facilitate such work whenever 
it becomes possible. 


Wuu1am J. Now 
Division of Business Statistics 


Manufacturers’ Inventories Reduced 


HE WIDELY anticipated increase 

in industrial inventories, reflecting the 
stepped-up war program, failed to mate- 
rialize in January. Instead, “a new wave 
of caution and nervousness” developed, 
according to a report of the National As- 
sociation of Purchasing Agents. As a re- 
sult, inventories were trimmed 1% during 
the month, 7% in a year. (See Table 2.) 
This renewed caution of buyers reflected 
their belief that many plants now loaded 
with war contracts will be hard hit when 
cancellations come. 

“Fear is also expressed over the policy 
of the Armed Services in placing directives 
and requisitioning facilities, which may 
be a threat to orderly distribution of ma- 
terials and result in impeded production.” 
Reduction of inventories was also at- 
tributed to bad weather, freight embar- 
goes, and WPB limitations. 


Chart 1: Manufacturers’ Shipments 
Source: Department of Commerce 
Index Numbers, 1939 =100 
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Inventory reductions were generally 
sharper for nondurable goods manufac- 
turers, but both major groups of industry 
contributed to the trend. A decline of 
more than 6% in January was reported 
in food inventories, and decreases of 3% 
to 4% were noted in chemicals, paper 
and petroleum. The only substantial li- 
quidation among the durables came in the 
transportation-equipment industry, with a 
drop of 6.3%. 

Year-to-year percentage changes in in- 
ventories were more marked than monthly 
changes. Owing to declines of 9.5% for 
the durable and 4% in nondurable goods 
industries, the total index lost 7% in the 
year. Transportation equipment and iron 
and steel declined most—29.3% and 
14.3%, respectively. 


SHIPMENTS DECLINE 


In contrast with increases in shipments 
during December, all industries except 
“other machinery” reported lower ship- 
ments in January. Notable among these 
were decreases of 12% in electrical mach- 
inery, 9% in textile-mill products and 7% 
in automobiles and equipment. Iron and 
steel and products dropped 6% below the 
previous month. Daily average shipments 
of the blast furnaces, steelworks and roll- 
ing mills were down from December. The 
effect of this decline upon the index for 
the industry as a whole was only partially 
modified by the stability of shipments of 
the fabricating portion of the industry. 
Except for transportation equipment, au- 
tomobiles and equipment, and textile-mill 
products, manufacturers’ shipments were 
greater than a year ago. Petroleum refin- 

10ther than electric. 


Chart 2: Machinery Shipments! 
Source: Department of Commerce 
Index Numbers, 1939 = 100 
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1Except electrical. 
ing led all other industries with an in- 
crease of 15%. 

Completely revised indexes of manu- 
facturers’ shipments beginning with Janu- 
ary, 1939, are shown in the accompany- 
ing table. Late and revised schedules re- 


Chart 3: Manufacturers’ Shipments of 
Transportation Equipment 
Source: Department of Commerce 

Index Numbers, 1939 = 100 
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ceived from cooperators are incorporated 
in the revision. The new indexes are thus 
not only based upon a more complete 
sample, but also take into account im- 
portant changes in manufacturers’ earlier 
sales reports which resulted from renego- 


Chart 4; Iron and Steel Shipments 
Source: Department of Commerce 
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TABLE 1: INDEXES OF MANUFACTURERS’ SHIPMENTS, REVISED SERIES 
Source: Department of Commerce 
Average Month, 1939=100 


Durable Goods Industries Nondurable Goods Industries 


: Trans- 
Year and Month Total Pic ei — aottias ree Pay ones Hood | lean Panes “sate Chemi- a 
Metals beat, chinery poe 6 aut: Kindred} "tiles ied = | Allied ee 
men 
1989 January.......... 79 88 he? 108 81 80 90 94 92 92 90 92 92 82 
February 84 88 89 103 86 85 94 96 102 93 87 91 86 94 
March) 22 0 cae: 85 90 97 113 83 88 96 95 97 95 89 93 92 100 
April 79 94 103 111 90 90 93 96 85 92 93 92 93 94 
Mitviteccnrmite oe 84 95 103 99 82 97 93 97 84 92 96 93 95 91 
WONG, A naseene sc 85 102 102 99 99 99 94 96 93 94 96 97 107 88 
July: Wace as 83 94 95 71 101 96 91 94 87 91 100 91 97 87 
PUGUBE. 206 gs ies a 97 92 95 45 99 106 99 100 97 95 97 97 96 104 
September........ 130 108 103 74 106 121 120 126 120 112 109 119 119 119 
October; Ae.cn4 « 137 112 108 108 119 124 114 108 118 118 112 121 114 115 
November........ 130 120 113 121 124 114 110 101 114 118 114 112 104 116 
December........ 128 113 116 148 132 99 106 97 110 112 119 101 111 111 
1940 January.......... 107 104 101 137 128 94 98 97 101 108 105 105 96 92 
February... 9: 100 113 110 134 131 96 101 99 102 105 100 101 92 104 
March. ..25 232 106 114 118 136 150 100 102 100 95 104 103 104 96 105 
April 101 122 127 140 157 105 98 99 85 110 100 109 101 93 
Minyiid sc aie ek 110 127 130 129 153 114 102 103 85 121 | 104 114 105 98 
GUNG... see ears ae 110 131 132 118 158 114 103 107 87 122 110 112 125 93 
July es ener. 101 118 125 82 161 110 97 99 88 114 101 104 95 91 
August..cotie al. 121 122 128 46 175 120 107 103 108 112 102 108 100 114 
September........ 139 146 143 138 140 112 206 138 123 122 129 118 111 130 114 125 
October.......... 148 148 145 136 135 166 200 139 117 112 129 117 108 122 126 119 
November........ 152 149 151 150 138 177 Q15 135 120 114 128 117 114 123 127 125 
December........ 163 165 157 166 160 180 293 124 118 109 131 122 107 119 130 122 
1941 January..... 155 159 144 152 148 172 256 128 112 107 130 124 112 132 122 100 
February 169 167 161 173 167 183 306 135 121 115 144 128 112 136 132 113 
Marchesa ssc 177 176 174 177 180 184 319 139 125 117 147 131 117 136 136 121 
DTI. ae-ance eae 184 182 172 194 192 173 374 156 130 122 153 141 122 150 151 121 
1 ES ee ia eee 196 197 174 206 192 192 385 169 134 128 146 145 133 154 166 122 
DUNC ete. 6 209 206 182 213 219 202 436 181 139 136 158 150 139 163 184 119 
Dalya ee 199 201 171 208 203 178 446 174 136 131 152 147 140 154 166 122 
August. 193 212 185 201 209 96 494 185 148 139 173 155 149 154 159 142 
September........ 216 223 199 225 236 134 587 196 164 161 181 166 148 174 179 158 
October... shtoses 218 219 179 216 225 175 636 190 158 151 175 172 144 166 174 154 
November........ 223, 212 185 229 235 187 710 186 158 151 170 179 152 166 152 154 
December........ 232 220 186 252 269 173 853 171 155 148 176 176 149 160 152 148 
1942 January..... 220 Qi1 171 205 250 152 890 171 154 160 sus 174 143 165 133 134 
Pebruarysnneseee 240 223, 201 241 280 134 | 1,096 181 166 172 198 176 137 178 147 151 
March so cecor 245 228 204 248 292 133 | 1,111 184 165 164 202 175 136 173 148 155 
DET score qy eoety cera 251 Qe7 195 248 300 134 | 1,235 193 163 160 209 170 136 168 156 154 
May scsiskceres ss 0s 264 231 207 257 323 130 | 1,393 200 161 167 189 159 144 166 167 147 
wune. eee 267 228 206 243, 331 158 | 1,415 189 157 166 188 144 140 165 167 140 
a eee a a 277 225 213 258 335 169 | 1,579 193 160 172 187 1382 144 165 179 141 
Astinist: .-<jue Seek 285 230 206 261 338 180 | 1,711 191 166 183 193 135 139 167 175 148 
September........ 299 235 219 278 350 191 | 1,817 203 175 192 199 141 141 181 201 159 
October. eoarnca: 303 233 225 306 352 203 | 1,811 203 178 191 203 151 141 175 204 168 
November........ 316 236 233 334 362 216 | 2,007 192 175 188 202 148 154 176 211 159 
December........ 342 257 246 397 394 232 | 2,181 189 175 188 207 148 149 178 219 154 
1943 January..... 314 226 226 320 357 221 | 2,101 186 165 179 195 144 139 179 237 136 
February......... 356 249 251 406 408 240 | 2,428 206 187 202 221 157 141 194 277 163 
Marchine tains eas 350 253 248 381 897 228 | 2,375 210 181 187 218 161 147 195 267 161 
April. 360 248 261 416 899 242 | 2,461 214 182 179 210 164 156 200 273 168 
Mayet cee 361 246 259 390 403 259 | 2,501 209 175 176 201 165 158 191 285 153 
JUNE. . Hosen 369 249 249 413 425 274 | 2,490 214 183 188 211 168 159 199 285 159 
July: se ectecee ee 366 245 246 433 398 272 | 2,583 204 svat 177 180 161 163 187 277 148 
Augusta. oescnas 373 249 251 419 412 282 | 2,621 207 184 192 197 167 166 203 263 163 
September........ 371 250 263 434 410 264 | 2,597 209 188 197 197 167 168 203 271 170 
October. ..22 2. oe 378 249 267 451 414 279 | 2,647 Qi1 192 204 196 174 173 204 300 173 
November........ 381 243 268 437 393 298 | 2,811 206 191 202 193 173 169 203 295 173 
December........ 393 247 262 531 414 318 | 2,742 209 196 208 195 172 177 202 319 178 
1944 January..... 364 234 260 429 382 299 | 2,542 198 182 207 182 162 170 199 274 147 
February......... 384 247 273 483 407 301 | 2,672 206 193 214 200 175 176 205 299 163 
Marchi}, 22842025 377 244 275 485 401 295 | 2,561 207 193 204 202 176 178 206 290 169 
April 389 248 273 513 425 309 | 2,644 208 194 208 195 172 184 204 295 174 
May::.as0 tenceeens 371 235 274 452 411 290 | 2,526 204 190 200 185 174 179 204 293 172 
ALG: vin, cee 383 248 272 492 427 314 | 2,436 219 196 200 200 179 192 208 316 180 
1 ae Se 373 245 257 508 402 289 | 2,468 210 187 203 162 165 194 200 295 165 
(ACT ROS ap ere 366 243 263 483 392 292 | 2,310 219 193 206 184 178 185 207 288 175 
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Table 2: Manufacturers’ Orders, Shipments and Inventories 


Source: 


Department of Commerce 
Index Numbers, 1939=100 


1945 1944 Percentage Change 
Item December,|} January, 
January | December |November| January || 1944 to 1944 to 
January, | January, 
1945 1945 
LETS 9 Ce ae Se ee eee 166.6 |r 168.2 | 170.8] 179.1 -1.0 -7.0 
MISE MOOUS ne sc ten ticles cos eee oe 191.9 | 7192.5 194.6 212.0 -0.3 -9.5 
Automobiles and equipment......... 239.7 |r 232.7 | 220.2 | 288.2 +3.0] +0.6 
Tron and steel and products......... 116.2 |r 119.8 | 124.4] 135.6 -3.0 | -14.3 
Nonferrous metals and products. ... . 155.1 | 7148.2 146.7 155.9 +4.7 -0.5 
Electrical machinery............... 322.4 |r 318.2 | 320.5 | 339.5 ||. +1.3 -5.0 
Other machinery. Fo... 52 2.0 8s es 222.3 1r215.8 | 216.2] 219.9 +3.0 +1.1 
Transportation equipment.......... 777.8 |r 830.1 | 873.8 |1,100.1 -6.3 | -29.3 
Nondurable goods................... 144.4 | 7146.9 149.9 150.4 al ef —4.0 
Chemicals and allied products....... 152.7 |r 157.5 | 154-8 | - 158.2 -3.0 -3.5 
Food and kindred products..........}| 160.8 |7171.8 | 184.7] 179.1 6.4] -10.2 
Paper and allied products........... 129.0 |#183.8 ) ° 186°2) 131-8 -3.6 -1.8 
Petroleum refining................. 105.9 |r 109.2 110.8 105.3 -3.0 +0.6 
Textile-mill products............... 123.5 | 7119.2 118.3 129.1 +3.6 4.3 
RaNpuabninente en see rene estes tela. « 273 |r 282 |r 273 |r 257 -3 +6 
ERE GOOUS..,. Jcptens iss Siar sso afters « 366 |r 391 |r 374 |r 364 6 +1 
Automobiles and equipment......... 279 |r 301 |r 302 |r 299 7 7 
Tron and steel and products......... 245 |r 261 249 |r 234 -6 +5 
Nonferrous metals and products. .... 290 |r 292 282 |r 260 -1 +12 
Electrical machinery............... 490 |r 556 492 |r 429 -12 +14 
ther machinery. ..2....0-..veeeess 413 |r 411 390 |r 382 a +8 
Transportation equipment.......... 2,347 | r 2,490 2,413 | r 2,542 -6 -8 
WNGndurable yoods.. 2.2.5.0 6.0 nu. des 206 |r 207 203 |r 182 a +13 
Chemicals and allied products....... 210 215 211 |r 199 -2 +6 
Food and kindred products.......... 214 |r 220 Q17 |r 207 -3 +3 
Paper and allied products........... 172 |r 178 179 |r 162 -3 +6 
Petroleum refining: ...............- 195 |r 208 189 |r 170 -6 +15 
Textile-mill products............... 177 |r 194 189 182 -9 -3 
PO BON CCE AED chala.d<isn3ig <)> oles, o's. 5.0015, 5 3 sigictt 852 |r 327 316 276 +8 +28 
LTT 109 LLY gp oa ene ili ec anti en pea 543 |r 478 461 411 +14 +32 
PETEOPADIGL 2. Me cteicsiace eee 229 |r 231 223 189 -1 +21 
January, 1939 =100. aLess than +.5 rRevised 


tiation of war contracts and other causes. 
The more important revisions are shown 
on separate charts. Changes prior to 1942 
were slight. 


ORDERS SET RECORD 


Manufacturers’ new orders in January 
reached an all-time high, 8% above De- 


cember and 28% above January, 1944. 
A rise of 14% in new orders for durable 
goods primarily reflected renewed expan- 
sion of war contracts after the German 
break-through in Belgium. 


Anita R. Koprretson 
Division of Business Statistics 


Many Chemicals in Short Supply 


NCREASED activity in the chemical 
industry is expected for the remainder 
of 1945. New sulphuric acid and carbon- 
black facilities are being erected and large 
increases in production are expected. 
Producers’ stocks of various important 
chemicals have been depleted by a com- 
bination of increased demands and little, if 
any, increase in production. Stocks of 
earbon black, which declined about 30% 
in January, and nitric acid were typical 
examples. Stocks of soda ash, on the other 
hand, showed an increase of about 7,500 
tons in January. 


Scarcities of key chemicals have devel- 
oped on several occasions since January 1. 
Supplies of coal-tar products and alkali 
chemicals, extensively used in many in- 
dustries, became stringent during Febru- 
ary. Short supplies of fats and oils threat- 
en the production of paints, varnishes and 
soaps. Production of soap is likely to be 
hit also by a lack of rosin, output of which 
has dropped considerably since the begin- 
ning of the year. A synthetic tanning ma- 
terial recently developed in the laboratory 
has been proposed as a substitute for 
vegetable tanning oils. 


Output of crude glycerin is steady as 
a result of continued high soap manufac- 
ture. A greater consumption of chipped 
soap in the synthetic rubber program for 
1945 will undoubtedly result in increased 
production of glycerin as a by-product. 


PLASTICS SUPPLIES TIGHT 


Supplies of resins and other plastic ma- 
terials have become critical. Even some 
of the military demands for phthalic an- 
hydride are likely to go begging since 
they exceed production by about 50% 
for the first quarter of 1945. Conserva- 
tion in the use of printing inks has been 
urged by the WPB, owing to shortages. 
Scarcities of formaldehyde have not only 
curtailed civilian plastics output, but have 
also cut into ordnance requirements. Pro- 
duction of phenolic resins has been ham- 
pered by the use of inferior grades of coal 
in the coke ovens. Thermoplastics have 
been hit by shortages of phthalate plas- 
ticizers, while the acetate group has suf- 
fered from limited amounts of plasticizers 
and cotton linters. Vinyl supplies have 
also been reduced. As a result of these 
shortages, the WPB has limited the uses 
of alkyd resins to interior coatings for 
cans and closures for food, medicinal and 
chemical purposes. 

In addition to manpower shortages the 
chemical industry has been hampered by 
transportation difficulties arising from 
floods, especially in the Ohio Valley, and 
from other impaired shipping facilities. 
The lack of soda ash and other materials 
has resulted in the temporary halting of 
some of the chemical plants in the Chicago 
area, and has reduced output in others. 

Tank cars and box cars are still badly 
needed, especially in the Middle West for 
grain shipments. 


FARM CHEMICALS SHORT 


Supplies of nitrogenous fertilizers are 
likely to be lower this year than in 1944, 
owing to munition needs for nitric acid. 
They will, nevertheless, be far greater 
than during prewar years. 

Demands for insecticides are likely to 
exceed supplies during the crop year 1945. 
Last year $100 million was spent on in- 
secticides by American farmers for the 
treatment of considerably less than half 
the total crops. Some insecticides will be 
diverted by heavy lend-lease purchases. 
Nevertheless, one of the largest crops of 
pyrethrum ever harvested in Kenya Col- 
ony, Africa, is now being released for in- 
secticides, and will eventually bolster do- 
mestic supplies if and when shipments can 
be made to the United States. 

Increased needs for industrial alcohol 
are indicated by an upward revision of re- 
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Production and Stocks of 
Sulphuric Acid 
Source: Bureau of the Census 
Thousands of Short Tons 
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quirements to 649 million gallons in 1945. 
Of this amount, 353 million gallons will 
be required for synthetic rubber. 


NEW USES FOR GLYCOLS 
New and varied uses are seen for poly- 
ethylene glycols, ranging from shoe polish 
to hair dressings, and from medicinals to 
the glazing of chinaware. Solubility in 


oil and water is one of their unique char- - 


acteristics which makes them superior to 
other chemicals. They are particularly use- 
ful as ointment vehicles for certain drugs. 

The procurement of French chemicals, 
mainly pharmaceuticals and essential oils, 
has been sponsored by the Foreign Eco- 
nomic Administration. Imports of these 
chemicals from France will be expedited 
by the United States Commercial Com- 
pany. 

The United States Government at the 
end of the war expects to obtain control 
of a large interest in the great I. G. Far- 
ben German chemical trust. The situ- 
ation is complicated by uncertainties re- 
lating to the subsidiaries of this trust 
which have interlocking ownerships of 
shares with the parent company. The 
principal subsidiaries include the Swiss 
company, I. G. Chemie, which in turn 
owns 97% of the American affiliate—the 
General Aniline and Film Corporation. 
The Alien Property Custodian is arrang- 
ing for the sale of direct stock ownership 
in this company for investors in this 
country. 


Gorvon K. Bett, Jr. 
Division of Business Statistics 


Nonmilitary Paper Supply Cut 


RODUCTION of paper and paper- 

board combined during 1944 increased 
1% over 1943 to 17.2 million tons. Al- 
though the output of paperboard has been 
rising steadily since 1942, paper produc- 
tion has declined. (See Chart 1 and 
table.) 

The WPB has authorized the produc- 
tion of 4.4 million tons of paper and pa- 
perboard in the second quarter of 1945, 
a decrease of 31,000 tons from the first 
quarter. Second-quarter allocation of 
Chart 1: Production of Paper and 

Paperboard 
Sources: American Paper and Pulp Association; National 

Paperboard Association 
Percentage of Rated Capacity 
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wood pulp amounted to 2.6 million tons, 
a decline of 83,000 tons from the first 
quarter. These reductions indicate addi- 
tional cuts in civilian supplies. Mounting 
military requirements accentuate the un- 
favorable civilian outlook. Military needs 
have been making increasing demands 
for paperboard containers and wrappings, 
and requirements for 1945 are up to the 
peak demands of the summer of 1944. 
These military needs are not expected 


Chart 2: Employment and Payrolls in 
the Paper and Pulp Industry 
Source: Tue Conrerence Boarp 
Index Numbers, 1928 =100 
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to slacken for at least three to six months 
after victory in Europe. Present civilian 
shortages, therefore, will not be alleviated 
for a considerable time. 


QUOTAS HARD TO MEET 


Can 1945 production quotas be met? 
The difficulties that have been hampering 
paper and paperboard production for the 
past two years are expected to become 
more acute this year. In addition to the 
loss of manpower to the draft, many 
workers have been seeking more lucrative 
war jobs. (See Chart 2.) To relieve this 
condition, WMC placed the pulp industry 
on the critical list in January, 1945. 
Nevertheless, not enough pulpwood is be- 


Paper and Paperboard Production, 
by Major Types 


Source: Bureau of the Census 
Thousands of Short Tons 


Total all grades...... 17,063 | 17,084 
Total paper.......... 8,415 | 9,115 
Newsprint......... 811 967 
Groundwood....... 586 610 
Book... 5.otthea.s eee 1,593 | 1,704 
Fine) 45h 1,021 | 1,055 
Wrapping:..24..... 1,947 | 2,275 
Shipping pack!..... 315 251 
Special industrial. . 208 | 188 
Sanitary 806 811 
LISS Oma 8 ag HP asaiy 163 i7l 
Absorbent. . 88 65 
Buildings... 2.5: 878 | 1,001 
Total paperboard..... 8,620 | 7,969 
Container board... 4,088 | 3,755 
Folding boxboard. . 2,047 | 1,712 
Setup boxboard.... 829 997 
Cardboard......... 64 54 
Building board..... 1,064 | 1,052 
Miscellaneous. .... . 529 399 
Tube stock...... 307 165 


‘Includes paper used in heavy-duty and multiwall sacks, 


ing logged to keep the mills working at 
capacity. Recently, prisoners of war were 
assigned to make up the labor deficit, but 
this move has not been sufficient to re- 
lieve the situation. 


NEWSPRINT SUPPLY LOW 


Production of newsprint in 1944 was 
90,000 tons below 1943 and 25% below 
1942. To avoid further cuts in consump- 
tion quotas, the WPB has tightened news- 
print controls. 

The wrapping-paper situation also has 
reached its most critical stage. Because 
of the shortage of pulpwood, kraft mills 
in the South have been forced to shut 
down. The resulting loss of output has 
been estimated at 5% to 20%. Severe 
winter weather, causing transportation dif- 
ficulties, has interfered with production in 
northern mills. Wrapping-paper produc- 
tion in 1944 was down 25,000 tons, 16% 
below the 1942 level. 

Raw-material and paper inventories 
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should show little improvement in 1945. 
The unprecedented volume of almost 
7 million tons of wastepaper salvage in 
1944 was more than 1 million tons short 
of the goal. January collections fell 8% be- 
cause of the heavy snows and are expected 
to be still lower for February. Collections 
in January totaled only 537,000 tons while 


wastepaper consumption was 579,000 tons. 

Wholesalers’ inventories have been 
steadily declining since November. Waste- 
paper salvage campaigns must be intensi- 
fied if essential needs are to be met. 


Enm V. Horowitz 
Division of Business Statistics 


Railroad Traffic and Income Levels 


LASS I railroad net earnings declined 
in January, for the twentieth con- 
secutive month. They were estimated at 
$40 million, or $5 million less than a year 
ago. Despite the moderate decline, Janu- 
ary income was favorable as compared 
with that of the prewar decade, since the 
falling off of earnings follows four years 
of exceptionally good yield. 

While net income declined in 1944, the 
ratio of net income to net operating in- 
come recovered toward the close of the 
year. This late increase in net was too 


which was about 1 to 10 in 1941, increased 
in three years to 1 to. 4. Freight and 
passenger revenues have increased at fast- 
er rates than tonnage and number of pas- 
sengers, owing to longer hauls. The ratio 
of tons of freight to freight revenue rose 
from about 1 to 2 in 1941 to 1 to 2.3 in 
1944. The passenger-to-passenger revenue 
ratio increased from approximate unity to 
1 to 2. Ton-miles in 1944 reached the all- 
time high of 738 billion, which was 1.5% 
greater than in 1943 and 54% above the 
1941 total. 


Table 1: Railroad Traffic and Income Levels 


Source: Interstate Commerce Commission 
In Millions 

. Freight Ly T f Ni f 
Period events Sect. Freight Pecans 
TG oh ll a 0 aaa eR aR aan hae Sar Bae $4,447 .6 $514.7 2,290.3 486.6 
Monthly average...............- 370.6 42.9 190.9 40.6 
TO 2 | a 5,944.7 1,028 .2 2,817.4 669.5 
Monthly average................ 495.4 85.7 234.8 55.8 
Polo. UN Lee ae Sara ete 6,781.8 1,652.9 3,031.9 884.7 
Monthly average................ 565.2 187.7 252.% 73.7 
1944—Total.............. SEP een 6,998 .6 1,790.3 3,045.0 912.0 
583.2 149.2 234.1 69.7 


Monthly average.........0....... 


small to have much effect on the yearly 
total, which was about a third below the 
billion-dollar level of the two previous 
years. (See Table 2.) 

The recession in earnings td $666 mil- 
lion in 1944 coincided with upswings in 
all expenditure categories except federal 
income taxes, which receded slightly. (See 
Chart 1.) Monthly earnings have con- 
sistently declined since a mid-1943 peak, 
despite higher freight and passenger rev- 
enues. 


REVENUES RISE 


Freight revenue in 1944 was $7 billion, 
57% above 1941, while passenger revenue 
in the same period increased 248% to a 
total of $1.8 billion. The total revenue in- 
crease was held in check because of the 
relative stability of freight and miscel- 
laneous revenues as compared with war- 
time passenger revenue. (See Chart 2.) 
The ratio of passenger to freight revenue, 

iCalculated by twelve-month moving average. 


Freight volume is expected to recede 
somewhat from 1944 levels. Carloadings 
for the first six months df 1945 are esti- 
mated by the Interstate Commercé Com- 


Chart 1: Railroad Revenues and 
Operating Expenses 


Source: Interstate Commerce Commission 
Billions of Dollars 
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Table 2: Railroad Income Levels, 
1914-1944 
Source: Association of American Railroads 
Millions of Dollars 


Year Net Incomet | Net mesial 
ROMA eras. asa. 395 674 
TOLD Eau ee wee ee 355 694 
TOG: 8s acters so 735 1,059 
OE tae eat cee 658 951 
JOLSR Eee cds ee 442 646 
gL ae, ete diet a al 497 454 
£920 eee. 482 12 
TORN eric: visas 351 601 
LCS OSE TS Oe OE Hn 434 769 
MOSS hep on, Soy 632 975 
BT ie alike sie re 623 984 
LOZER: Serene 771 1,187 
NOCG ee ct, 883 1,229 
gC A i Sn bea, aa 742 1,078 
TOL ore 855 1,182 
LOS O > re 977 1,263 
1980. <4:s Sees 578 874 
OSU em his, Sechuns 169 528 
tS ae Ae ea 122a 325 
ISSSh A. eee 27 477 
LOS4> Aue ee Ae 23 466 
LOEB crest we ook 52 505 
1 Rn, eae ae 222 676 
MOST cree ae octet ss 146 598 
TOSS HT eee oe 87a 377 
1089). inc 141 596 
TO4O ee te. Alem 243 691 
TOA ren keith elas. 558 1,010 
EOAR Aare cee: 993 1,499 
TOAST aires cere 874e 1,360e 
POA4 abe Sen. eas 666¢e 1,106e 
1After fixed and contingent charges 
aDeficit 


ePartially estimated 


mission at 2.8% below the same period in 
1944. If the revenue trend should re- 
main consistent, the recession in revenue 
would be more marked. On the other 
hand, an increased proportion of freight 
for the Pacific would tend to stretch ton- 
miles, thus favoring a firm revenue trend. 
A slightly greater decline in freight rev- 
enues than in carloadings in February is 
believed to have been caused by delays in 
moving cars. 

Major expense items, such as mainten- 


Chart 2: Wartime Railroad Revenues 
Interstate Commerce Commission 
Billions of Dollars 
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ance of way and of equipment, may show a 
diminished rate of increase or possibly of 
decline. Maintenance expenditures have 
been high in this war, and the physical 
condition of the roads is good despite the 
fact that the efficiency of the workers has 
been affected by heavy traffic interrup- 
tions and more time has to be spent trav- 
eling to and from work. Pending railroad 
reorganizations and plans for refunding 


bonds should help to reduce fixed interest 
charges in 1945. They were already greatly 
cut in 1944, With expenses relatively sta- 
ble, no severe fluctuations in net income 
should be expected in 1945. Unless traffic 
drops much more than expected, earnings 
should approximate 1944 levels. 


TureoporrE WHITMAN 
Division of Business Statistics 


Grains in Strong Demand 


PRING has brought new problems in 
S the storage, allocation and transport 
of grains. Bumper crops of corn, oats, 
wheat and barley in 1944,* together with 
a sharp reduction in the number of farm 
hogs, has relieved the scarcity in feeds 
that marked the earlier part of last year. 
Stocks which jammed storage facilities 
and contributed another burden to the 
overloaded transportation system must 
now be moved to make way for this 
year’s crop. Another acute problem is 
the transport of grains to war-stricken 
areas abroad. 


BIG WHEAT MOVEMENT 


Not only has the rapid military prog- 
ress in the European and Asiatic war 
theaters generated an urgent feeding 
problem throughout the liberated areas.’ 
But the Southern hemisphere, particularly 
Australia and Argentina, has suffered se- 
verely from drought. As a result, the 


1Quality of 1944 feed crops was lower than average, ac- 
cording to the Department of Agriculture. 


?The European wheat crop outlook for 1945 is poor as a 
result of shortages of manpower, equipment, and fertilizer, 
as well as military and political dimutbances and an in- 
adequate seeding season. 


burden of supplying emergency stocks of 
wheat and flour, and possibly pork and 
other meats, has fallen principally upon 
Canada and the United States. This 
situation has resulted in an Army pro- 
gram for moving 140 million bushels of 
wheat to Europe before August 1, 1945. 
This is about 40% of the prospective 
carry-over of 350 million to 375 million 
bushels. The Commodities Credit Corpo- 
ration is acquiring this wheat from farm- 
ers by taking over all 1944 loan wheat 
that is available. This movement does not 
include lend-lease, UNRRA and other 
commitments, and constitutes the bulk 
of United States shipments abroad. 

Transportation tie-ups during extremely 
cold weather in January and February 
caused embargoes on civilian freight ship- 
ments. Feed deliveries were temporarily 
paralyzed, and large quantities of high- 
moisture corn are now in danger of spoil- 
age. Meanwhile, sales of wheat for feed 
are being displaced by sales of the feed 
grains. Feed wheat sales in January were 
the smallest since July, 1942. 

Over-all livestock-feed price ratios are 
favorable for livestock producers. The 


hog-corn price ratio was more favorable in 
January, 1945, than in December, and 
favorable as compared with the long-time 
average. The beef-corn ratio, however, 


Table 2: Production and Outlook of 
Selected Grains 
Source: Department of Agriculture 
Millions of Bushels 


icater ‘ Av 
Grain nes, peor Prodactiodl 

1945 1933-42 

Corn wteie. ss 3,120 | 3,228 2,369 

Oantsh.. eer 1,358 1,166 1,028 
Wheat 

Spring...... 241 315 190 

Winter...... 762a 764 571 

Barley........ 243 284 256 


aEstimated last fall and currently considered a conserva- 
tive estimate by the trade. 
has continued slightly less favorable than 
the average. The milk-feed and egg-feed 
ratios were more favorable than the av- 
erage. 


MORE MEAT IN FALL 


Improved feed-price ratios will lead to 
an increased production of meats and 
other animal products since the feed sup- 
ply per animal unit was so much better 
on January 1, 1945, than a year earlier.’ 
Severe reductions in pig farrowing in 1944 
are reflected not only in a lowered de- 
mand for feed grains but also in a sharply 
reduced slaughter rate. This reduction will 
be most pronounced in the first nine 
months of 1945. Reduction in hog slaugh- 
ter has been affected not only by heavier 
feeding of hogs but also by farmers hold- 
ing back sows for breeding purposes. This 
is a result of the favorable hog-corn ratio 
and the general availability of feed. 

The anticipated “flood” of cattle to the 
stockyards and packing houses has not 


1The supply of all feed grains per animal unit on Janu- 
ary 1, 1945, approximated the 1938-41 average for that day. 


TABLE 1: PRODUCTION OF GRAINS, 1929-1944 


Corn 


Source: Department of Agriculture 


Wheat 


Oats Barley | Sorghums | Four-Feed Rye |Buckwheat|] Rice Eight 
Year For Feed Total _ ||(Billions of |(Billions of potboiers pee Winter Spring Total (Millions | (Millions | (Millions Pirin. 
(Billions of| (Billions ofj Bushela)) | eBushels) of Bushels)} of Tons) ||(Billions of|(Billions of|(Billions of of Bushels) ot Bushele)jot Bushels) of Tons) 
Bushels) | Bushels) Bushels) | Bushels) | Bushels) 

TORO: . iw <ierndnereere iets g.1 2.5 1.1 0.28 50 96 0.59 0.24 0.82 35 8.7 40 123 
ADBO) Ss slerscrs ori ieee 1.8 a1 1.3 0.30 38 87 0.63 0.25 0.89 45 7.0 45 116 
TDS athe sctdlcne cree tule eee z.2 2.6 5 0.20 12 97 0.83 0.12 0.94 33 8.9 45 127 
TOSS ..63.> ans aes eaten 2.6 2.9 1.3 0.30 66 111 0.49 0.26 0.76 39 6.7 42 136 
JOST, ok vant a 2.4 Ay 0.15 54 84 0.38 0.17 0.55 21 7.8 38 102 
ROSS, ss S05 os Cee eal 1.4 .5 0.12 19 53 0.44 0.09 0.53 16 9.0 89 70 
DD SOs See ri aeieie 2.0 2.3 1.2 0.29 58 92 0.47 0.16 0.63 57 8.5 39 114 
TOBE cA: Seiden ae ee LS 1.5 8 0.15 30 59 0.52 0.11 0.63 24 6.4 50 80 
EDS Ris ancora echelcemare g:3 2.6 1.2 0.22 70 100 0.69 0.19 0.87 49 6.8 53 129 
PERS y tags st ced ae 2.3 2.5 1 | 0.26 67 97 0.69 0.23 0.92 56 6.8 53 127 
ROBO FR. ake ys s.0. chemise 2.3 2.6 1.0 0.28 53 96 0.57 0.18 0.74 39 6.7 54 120 
DOOD aie so 00s cence 2.2 2.5 1.2 0.31 83 99 0.59 0.22 0.81 40 6.5 54 126 
EOS) ee ess vi eae 2.4 2.7 1.2 0.36 112 106 0.67 0.27 0.94 45 6.0 51 136 
n,n ae 2.8 $.1 1.3 0.43 107 123 0.70 0.28 0.97 58 6.6 65 155 
TO43 a. < votelegieaig.e's <7 R7, 3.0 a1 0.32 104 114 0.53 0.31 0.84 30 8.8 65 142 
OT OO: ree 2.9 3.2 1.2 0.28 182 121 0.76 0.31 1.08 26 9.2 70 156 
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materialized in the past five months. De- 
spite the record slaughter of 34 million 
head in 1944, there were 81.8 million 
cattle and calves on farms and ranches, 
on January 1, 1945, or 1% fewer than the 
record number a year earlier. Cattle and 
calf slaughter is expected to be slightly 
larger in 1945 than in 1944.* 

With these basic feed and _ livestock 
conditions in mind, the Department of 
Agriculture expects that most of the de- 
cline in civilian meat supplies for 1945 
will be in pork. The brighter aspect of 
the picture is a potentially large per capita 
egg consumption’ and a prospective in- 
crease in the over-all meat supply in the 
fall, following the seasonal increase in 
slaughter. 

Despite a reduction in the number of 
grain-consuming animals, demand for 
grains will continue strong for several 
reasons, according to the Department of 
Agriculture. Industrial and human food 
needs may rise. An unusual volume of 


1Cattle on feed for the market on January 1, 1945, were 
5% greater than a year ago. X 
2Possibly 355 to 360 eggs per capita. 


Feed Stocks and Animal Units 
Source: Department of Agriculture 
As of January 1 of Each Year 


GRAIN CONSUMING ANIMAL UNITS 
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corn exports may develop, presumably for 
emergency relief purposes. The govern- 
ment’s program for stock-piling 50 million 
bushels will absorb part of the excess. 
Reduced feeding of the bread grains 
(wheat and rye), on the other hand, will 
soften the decline in the demand for feed 
grains. 
ABRAHAM STEIN 
Division of Business Statistics 


Earnings and Hours in Manufacturing 


EW PEAK levels for actual and real 
hourly and weekly earnings of work- 
ers in the twenty-five manufacturing in- 
dustries were reached in January. The 
work week was lengthened, and it ex- 
ceeded that of any month since February, 
1930. 
After rising slightly from November 
to December, employment declined in 
January and continued the downward 


movement begun in December, 1943. Total 
man hours worked and total payrolls dis- 
bursed rose in January for the second 
successive month, but remained below the 
1943 and 1944 averages. 

Heretofore, averages for the twenty- 
five manufacturing industries were ap- 
plicable to “wage earners.” As of January, 
1945, the information collected applies to 
“production and related workers”—a clas- 


sification by work function rather than by 
method of payment.* 


EARNINGS 


Longer weekly working hours and work 
on New Year’s Day at premium overtime 
rates were largely responsible for higher 
hourly and weekly earnings in January. 
Wage-rate increases granted (particularly 
in the iron and steel industry, where retro- 
active increases were paid in January) 
also contributed to the rise. 

Average hourly earnings of $1.099 in 
January were at a new peak level. They 
exceeded those in December by 1.2%, 
those in January, 1941, by 44.8%, and 
those in August, 1939, by 52.6%. “Real” 
hourly earnings, the index of hourly earn- 
ings adjusted for changes in living costs, 
rose exactly the same amount from De- 
cember to January because living costs re- 
mained unchanged. Since January, 1941, 
however, the increase was 17.8% and since 
August, 1939, 21.2%. 

Average weekly earnings advanced 1.8% 
in January to a new peak level of $50.80. 
They were $20.19, or 66.0% higher than 
in January, 1941, and $23.51, or 86.1%, 
more than in August, 1939. “Real” weekly 
earnings, or the purchasing power of dol- 
lar weekly earnings, rose to a new high 
level in January. As compared with the 
January, 1941, average, they have ad- 
vanced 35.1% and the gain from August, 
1939, has been 47.9%. 


HOURS 


The average work week of 46.1 hours 
in January was longer than during any 
other month since February, 1930. It was 
0.3 hour, or 0.7%, longer than the Decem- 


1For definitions of “‘production and related workers,’’ 
“force-account construction workers” and “administrative, 
supervisory, sales, technical and office personnel,”’ see The 
Management Record, March, 1945, p. 80, 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 25 MANUFACTURING INDUSTRIES 
Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


Av Average 
ay ha ae ance Actual 
Date Hour vs Week. -s Week. Hed Week pass Hourly Earnings Weekly Earnings | Hours per Employ. | Total 
Production |Production Week per ment Man Payrolls 
Worker Worker Production Hours 
Actual Real Actual Real Worker 
81.046 | $47.56 45.2 43.7 193.3 186.0 178.7 172.0 91.9 152.5 140.1 272.5 
1.048 48.15 45.7 43.9 193.7 187.1 180.9 174.8 92.9 152.3 141.5 275.5 
1.053 48.41 45.8 44.0 194.6 187.8 181.9 175.6 93.1 151.0 140.6 274.7 
1.057 48.09 45 .2 44.0 195.4 187.5 180.7 173.4 91.9 148.3 136.3 268.0 
1.062 48.46 45.5 44.1 196.3 187.7 182.1 174.1 92.5 145.0 134.1 264.0 
1.069 49.30 45.9 44.2 197.6 189.1 185.3 177.3 93.3 143.6 134.0 266.1 
1.072 48.86 45.4 44.3 198.2 188.8 183.6 174.9 92.3 142.2 131.3 261.1 
1.070 48.98 45.6 44.3 197.8 188.4 184.1 175.3 92.7 141.6 131.3 260.7 
1.080 49.42 45.6 44.4 199.6 190.1 185.7 176.9 92.7 140.4 130.2 260.7 
1.079 49.39 45.7 44.3 199.4 189.9 185.6 176.8 92.9 138.6 128.8 257.2 
1.079 49.42 45.6 44.2 199.4 189.4 185.7 176.4 92.7 137.8 127.7 255.9 
1.086r) 49.91r 45.8 44.3 200.7r| 189.9r| 187.6r) 177.5r 93.1 138.07) 128.5r| 258.9r 
$1.067 | $48.83r 45.6 44.1 197.2 188.5 183.5 175.4 4 144.3 133.8 264.8 
$1.099 | $50.80 46.1 44.3 203.1 192.1 190.9 180.6 i 137.5 128.8 262.5 
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Wage-rate Increases and Workers 
Affected 


Source: Tae ConrereNce Boarp 


25 Manufacturing 


Industries 
Date cient 
uction | Wage-rate 
Recah | Increase 
0.3% | 5.9% 
0.9 8.7 
0.4 6.9 
0.6 5.7 
0.4 6.0 
0.3 7.0 
0.8 573 
0.4 6.0 
0.3 5.4 
October: aaa. 0.1 6.3 
INGVenber «4; cee cere 0.4 6.8 
Deécembersi22.40..2.0 008 0.1 5.8 
1945 
JANUSLY:.¢ .0.. nae ae ete 0.2 5.3 


ber work week, 5.9 hours, or 14.7%, more 
than in January, 1941, and 8.2 hours, or 
21.6%, more than the August, 1939, aver- 
age work week. 

The average nominal week, or the 
scheduled number of hours of operation of 
a plant or shift, was 44.3 hours in Janu- 
ary. This average was the same as that 
in July, August, October and December, 
1944, and 0.1 hour, or 0.2%, below the 
September, 1944, current peak level. Since 
January, 1941, the scheduled hours of 
work have increased 4.1 hours, or 10.2%, 
and since August, 1939, the increase has 
been 4.0 hours, or 9.9%. 

Total man hours rose for the second 
consecutive month in January. The 0.2% 
December-to-January increase coupled 
with the advance in December, exactly 
offset the effect of the decline in Novem- 
ber. As a result, the January index of 


128.8 (1923=100) was the same as that 
in October, lower than during any month 
from October, 1942, to September, 1944, 
but higher than during any month before 
then. From January, 1941, to January, 
1945, total man hours have increased 
40.8%, and the gain from August, 1939, 
has been 95.7%. 


EMPLOYMENT AND PAYROLLS 


The number of employed. workers in 
these twenty-five manufacturing industries 
was curtailed 0.4% in January, and the 
effect of the slight November-to-Decem- 
ber gain was more than offset. The effect 
of the January decline coupled with the 
twelve successive reductions in employ- 
ment beginning in December, 1943, served 
to lower employment to 137.5 (1923= 
100). This level was lower than during 
the period from June, 1942, through No- 
vember, 1944, but higher than during any 
month before then. Employment gains in 
the four years from January, 1941, to 
January, 1945, amounted to 22.8%, and 
those from August, 1939, were 60.8%. 


Total payrolls disbursed were higher 
in January. This advance and that in 
December offset the effect of most of the 
losses since July, 1944. As a result, the 
January index, 262.5 (1923=100), while 
lower than that from May, 1943, through 
June, 1944, was higher than during any 
month before then. Payrolls have in- 
creased 103.8% since January, 1941, and 
199.3% since August, 1939. 

The January survey of labor statistics 


‘in the twenty-five manufacturing indus- 


tries reveals rises in all series except em- 
ployment. Actual and real hourly and 
weekly earnings were at new peak levels 
in January. The average number of hours 
worked in one week was larger than in any 
month since February, 1930. Man hours 
and payrolls increased for the second con- 
secutive month. Although employment 
declined in January, more workers were 
employed in these industries than during 
any month before June, 1942. 


Erne, B. Dunn 
Division of Labor Statistics 


Cost of Living in February 


IVING costs of wage earners’ families 
as measured by THe CoNFERENCE 
Boarp declined 0.2% from January to 
February. This brought the index to 105.5 
(1923=100) and represented the first de- 
crease in the series since the decline which 
occurred in June, 1944. The December, 
1944, and January, 1945, indexes of 105.7 
were the highest level reached since Janu- 
ary, 1926, when the series was also at 
105.7. 


The increase in the cost of all items 
from February, 1944, to February, 1945, 
was 1.9%. The increase in this index since 
August, 1939, the month preceding the 
start of World War II, was 25.6% and 
since November, 1941, the increase has 
been 13.6%. A rise of 22.7% has taken 
place since January, 1941, the base date 
of the Little Steel formula. 

The purchasing value of the 1923 dollar 
was 94.8 cents in February, as compared 


COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light Purchasing 
Date Average of Food Housing! Value of 
Diiveros Total Men’s Women’s Total? Electricity Gas ois 
Index Numbers, 1923 =100 
1944 February............... 103.5 110.0a 90.8 91.6 101.0 82.1 96.4 67.0 94.6 110.8 96.6 
March Oo CE Oe Gor eG 103.5 109.3 90.8 91.7 101.2 82.2 95.9 67.0 94.6 111.8 96.6 
April, Weed Shc wdecte 104.2 110.1 90.8 91.9 101.6 82.2 95.9 67.0 94.6 113.1 96.0 
MGV: «as cancta tac ettaete 104.6 110.6 90.8 92.3 101.8 82.8 95.9 67.0 94.6 113.5 95.6 
Sune, § OO hese 104.5 110.5 90.8 92.5 101.8 83.1 95.7 67.0 94.6 113.5 95.7 
POUY: 2c, Sates eben 105.0 111.7 90.9 92.5 101.9 83.1 95.7 66.9 94.5 113.6 95.2 
August. abs. cmb aees ean 105.0 111.6 90.9 93.0 102.1 83.9 95.7 66.9 94.5 113.6 95.2 
September... . aca coh 105.0 111.3 90.9 93.2 102.3 84.0 95.8 66.9 94.5 113.8 95.2 
Octobert io ek. Aad ores 105.0 110.8 91.0 93.6 102.4 84.8 95.8 66.9 94.5 114.2 95.2 
November :.s%. 26.20.48 105.3 LE 91.0 93.9 102.9 84.8 95.8 66.9 94.5 114.6 95.0 
December... «:6, a0gss 5. 105.7 112.3 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 
1946 Januarysi dc Vee en ean 105.7 112.16 91.0 94.2 103.4 84.9 95.8 66.9 94.5 114.9 94.6 
Pebruary;4:.4:93 essen 105.5 111.2ce 91.0 94.3 103.6 84.9 96.1 66.9 94.5 115.1 94.8 
Percentage Changes 
Jan. 1945 to Feb. 1945........ —0.2 -0.8 0 | +0.1 +0.2 0 +0.3 0 0 +0.2 +0.2 
Feb. 1944 to Feb. 1945........ +1.9 +1.1 +0.2 +2.9 +2.6 +3.4 -0.3 -0.1 0.1 +3.9 -1.9 


'Since October, 1943: data on housing collected quarterly, January 15, April 15, 


July 15, and October 15. 
*Includes fuel as well as electricity and gas. 


aBased on food price indexes of Taz Conrerence Boarp for February 15, 1944. 


bBased on food price indexes for January 15, 1945. 
eBased on food price indexes for February 15, 1945. 
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with 94.6 cents in January and 96.6 cents 
February a year ago. In January, 1941, 
the value was 116.3 cents. 

Complete series for February were pub- 
lished for sixty-three industrial cities. Over 
the month, January 15, 1945, to February 
15, 1945, only fifteen cities showed in- 
creases in the all-items index as compared 
with the previous month when twenty- 
nine showed increases. The increases 
ranged from 0.1% in Duluth, Lewistown, 
Rochester and Wausau to 3.0% in Hunt- 
ington, West Virginia. Forty-two cities 
experienced declines in their weighted to- 
tals. The declines ranged from 0.1% in 
Bridgeport, Dayton, Lansing, Omaha, St. 
Paul, Toledo, and Youngstown, to 1.2% in 
Pittsburgh. Six cities, Front Royal (Vir- 


ginia), Grand Rapids, Macon, Philadel- 
phia, Richmond, and St. Louis, showed no 
change. 

The annual change from February 15, 
1944, to February 15, 1945, shows a com- 
pletely different picture in that all cities 
for which data are available showed in- 
creases. These ranged from 0.3% in Pitts- 
burgh to 4.8% in Toledo. 

Over the month, food costs increased 
in only seven cities. They remained un- 
changed in two cities and decreased in 
fifty-four. The annual changes are avail- 
able for only sixty-two cities—sixteen of 
which showed decreases and forty-six of 
which increased. 

Mary A. Wertz 
Division of Labor Statistics 
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Management in Russian Industry and 
Agriculture. By Gregory Bienstock, Solomon 
M. Schwarz, and Aaron Yugow. New York: 
Oxford University Press. $3.00. 


While there have been various studies 
during the past twenty years of the Rus- 
sian economy as a whole, little has been 
published on many of its important as- 
pects, notably the actual detailed func- 
tioning of management in the communist 
state. These managerial problems of a 
socialist economy are the subject of the 
first volume of a series to be published 
under the auspices of the new Institute 
of World Affairs, Although the three 
authors have not lived in Russia since 
1922, their work has continued to in- 
volve them in close study of Russian poli- 
cies and developments. 

The plant manager is essentially a sal- 
aried state official, but his relations are 
much more complicated than is implied 
by the term. As manager he has little 
to say about the quantities and prices of 
his products, which are set by the higher 
planning authorities, and he is consulted 
only in connection with the details of the 
plans. His major preoccupation is the 
reduction of costs. 

Not only is he subject to the higher 
state authorities, however, but he is also 
subject to the independent supervision of 
the Communist Party. This supervision 
dates from the time when the combina- 
tion of technical qualifications and ex- 
perience and of political “reliability” was 
rare, but it seems to have become a per- 
manent part of the structure. 

Other possible areas of conflicting au- 
thority have centered around the earlier 
dual organization of production both by 


industries and on a geographical basis 
(now resolved for the most part in favor 
of the former), and the organization of 
individual plants on a functional basis 
with little real power for the manager 
over the department technicians (now 
largely replaced by straight-line organi- 
zation). The over-all picture drawn by 
the authors is essentially one of an almost 
incredible initial confusion and_ instabil- 
ity, gradually succeeded by a trend toward 
“one-man” control. 

Nevertheless, anything approaching the 
capitalist practice of clean-cut single lines 
of authority and responsibility appears 
pretty remote. It is not impossible that 
dual lines of responsibility may remain 
a permanent and characteristic part of 
Soviet organization. 

The study devotes considerable space to 
other problems, such as the technical con- 
trol of individual plants through initial 
plans, production statistics, cost data, 
financial supervision by the state banks, 
etc., as well-as the incentives of the plant 
managers and their selection. Evidences 
of a possible emergence of a privileged 
class of technical experts and engineers 
are also discussed. 

The problems of the collective farm are 
discussed at somewhat less length. While 
these farms have some problems in com- 
mon with industry, they represent a bas- 
ically different type of economic organ- 
ization, combining cooperative interests 
(under state control) with private inter- 
ests (since the individuals may sell pri- 
vately their own private produce). The 
question is raised as to whether the prob- 
lems involved in this dualism may not 


eventually compel the conversion of the 
collectives into state farms and the plac- 
ing of the workers within the wage sys- 
tem. W. W.C. 


The Railroads and Public Welfare. By 
Emory R. Johnson. New York: Simmons— 
Boardman Publishing Corporation. $3.00. 


The author, professor emeritus of trans- 
portation and commerce at the University 
of Pennsylvania, surveys significant trends 
in railroad maintenance and operation as 
related to other, largely competitive, 
modes of transportation. Since federal 
regulation of private business affects pub- 
lic welfare, public opinion is sought to 
bring legislative activity in the right di- 
rection. 

The right direction, the author believes, 
is avoidance of government ownership and _ 
operation of railroads. Governmental poli- 
cies should encourage instead of discour- 
age railroad operations. Competition of 
the different carriers should be reduced to 
a minimum, with greater intercarrier co- 
operation and coordination of transporta- 
tion advisable. 

More specifically, the author is con- 
vinced that government aid to forms of 
transportation other than railroads have 
too long been overly generous, and should 
be largely discontinued. Levies on ve- 
hicles and tolls on canal traffic should, 
instead, be given serious consideration. 
Political log-rolling for stretches of what 
is termed uneconomic waterway is a re- 
flection, he feels, of a lack of a coordin- 
ated, impartial and far-seeing policy of 
government toward all forms of transpor- 
tation. 

He argues that the government must, 
if it has public welfare in mind, bulwark 
private initiative by a beneficent policy 
toward the railroads. The railroads, in 
turn, will strengthen their financial posi- 
tion so that successful operations will be 
possible after the war. T. W. 


Materials Handbook. By George S. Brady. 
New York: McGraw-Hill Book Company. $5. 


The handbook discusses about a thousand 
items in an encyclopedic but reasonably 
brief manner. It is designed “for the 
purchasing executive or the product en- 
gineer who must think in terms of a very 
wide variety of materials . . .” The book 
would also be valuable for the student of 
industrial conditions, or for anyone deal- 
ing with industrial products. 

The materials covered include nearly all 
the animal, vegetable, and mineral sub- 
stances recovered for industrial use, as 
well as synthetic materials and those 
manufactured products which require fur- 
ther processing prior to distribution to 
the consumer. Products of the metal, 
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chemical, and textile industries are well 
covered, although those of the food and 
beverage industries are less nearly com- 
plete. 

A copious appendix is included, as well 
as an index covering many items not 
separately discussed. G. K. B., Jr. 


Business in Print 


Renegotiation and Termination of War 
Contracts, 1942-1944, Ann Arbor: Univer- 
sity of Michigan. $1.50. 


Two specially prepared articles and reprints of 
two addresses prepared by government officials 
are contained in this publication. The first three 
articles concern themselves primarily with the 
legal aspects of renegotiation and a review of the 
renegotiation act of 1943. The fourth article out- 
lines the practices and procedures of the War 
Department in dealing with a phase of war con- 
tracting which is bound to increase in import- 
ance: termination of war contracts at the option 
of the government. F.G. 


1945 Plastics Catalog. New York: Plastics 
Catalogue Corporation. $6.00. 


This annual publication, which covers develop- 
ments in the plastics industry during the previous 
year, also furnishes much general and techno- 
logical information about plastics that is unre- 
lated to immediate trends. 

The 1945 edition details prewar, wartime, and 
postwar applications, and also various new 
techniques and materials. In the introductory 
section, emphasis is placed upon the claim that 
fifty years of progress have been telescoped into 
the past five years. A section is devoted to new 
postwar designs, by leading designers in the 
plastics industry, chiefly of household and per- 
sonal accessories. Another section contains in- 
formation about war appliances and postwar 
uses of wartime developments. 

An important innovation in the 1945 edition 


is the section on industry statistical information. 
Large increases are recorded in the number of 
plastic devices and materials, and of companies 
that have entered the industry. Breakdowns 
are given for different types of manufacture. 

Several articles are included on recently de- 
veloped materials as well as on engineering de- 
sign and plastic models. Manufacturing methods 
and equipment are also covered, and there is an 
important article on synthetic rubbers and 
rubber-like plastics. G.K.B., Jr. 


An Inventory of Public School Expendi- 
tures in the United States. By John K. 
Norton and Eugene S. Lawler. . Washington, 
D. C.: American Council on Education. (2 
vols.) $3.00. 


“Tn spite of the close relation which is known to 
exist normally between the excellence and the 
level of financial support of school systems, pres- 
ent methods of collecting and presenting statis- 
tics on school expenditures provide neither com- 
prehensive nor comparable figures as to the 
level of financial support of the approximately 
115,000 school systems of the nation.” This con- 
clusion, reached by the Committee on Govern- 
ment and Educational Finance of the American 
Council on Education, resulted in this study of 
the inequalities in the financial support of public 
elementary and secondary education in the 
United States. 

An excellent presentation is made through the 
use of over 275 charts and tables on the distribu- 
tion of classroom units according to levels of 
expenditures in the entire United States and in 
each of the states. Data are also developed to 
show the equalization possible with the funds 
provided by the Educational Finance Bill of 
1943 and the relative effort and the index of 
relative ability of states in 1939-1940 to support 
education. L.B.L. 


New Developments in the Plastics In- 
dustry. Wilmington, Delaware: Hercules 
Powder Company. 

This pamphlet consists of a reprint from The 

Industry Record of Tam Conrnrence Boarp and 


several from other technical journals from 1941 
to 1944. Articles like “Soft Rubber-like Plastics” 
and “Transfer Molding of Phenolic Materials” 
deal with the technology and use of certain plas- 
tics. Other papers like “Plastics in the War and 
Postwar Economy” and “Plastics in the Building 
Trade” take a broader view and cover a large 
field of plastic materials. In two interesting ar- 
ticles the postwar outlook for synthetic rubber 
and its comparison with natural rubber are 
discussed. G.K.B. 


Consumer Problems in Wartime. Kenneth 
Dameron, Ed. New York: McGraw-Hill Pub- 
lishing Company. $3.75. 

A source book of statistics and other information 

on the basic problems of consumer buying in 

wartime. It presents a well-balanced arrange- 
ment of articles discussing the impact of wartime 
economic conditions upon the consumer, in addi- 
tion to the fundamentals of marketing, taxation, 
investment by the consumer, etc. Discussions of 

“buymanship,” the care and use of consumer 

foods, the science of food purchasing, housing, 

ousehold equipment and furnishings, textiles 
and clothing, footwear, and similar topics are 
included. The index is detailed and many refer- 
ences to recent source material are listed after 

each chapter. A.S. 


General-Equilibrium Theory in Inter- 
national Trade. By Jacob L. Mosak. Bloom- 
ington, Indiana: The Principia Press. 


A mathematical exploration of some inter- 
national trade implications of the standard 
equilibrium theory. Economic laws governin, 
the mutual effects of prices, supply, demand, an 
taxes are worked out through the use of ad- 
vanced mathematical formulas. The basic limit- 
ation of the work is revealed by Mosak’s own 
statement: “The book is confined to a general- 
equilibrium analysis of an economy under pure 
competition. It thus fails to give a systematic 
treatment of two large portions of the present- 
day body of economic theory, imperfect compe- 
tition on the one hand and sequence analysis 
on the other.” A. S. 
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